JOURNAL THE AUSTRALIAN 


1955 


} 


; 


THE AUSTRALIAN INSTITUTE 


The Ins 


constitutes the Australi: 


The 


Vice-Presidents 


Hon. Treasurer 


Hon: ‘Secretary 
Chairinan. 


political body establis hed 


ATIONAL AFFAIRS. 


for the scientific study interhational affairs. 


Committee 


The ‘addresses the 


The Commonw 


177 Collins 
etary, 


The WECTE 


ti 


ra 


are: 


bourne. 


Sydney. 


The Hon. Secretary, 


Western Australian 


ranch 


Street, 
The Hon. Secretary, 
Tasmanian Branch, 


\« 


The Governor-General 

Campbell, 

Hytten 
Lord Lindsay Birker 

Major-General 


Gordon Greenwood 
Black, 


The 
Branch, 
177 Collins Melbourne 


The 
Branch; 


Hon. Secretary, 
Queensland Branch,, 
George Street, Brisbane 
The 


Department tory, Canberra Branch, 
University Tasmania; c/o Department 
Hoba Canberra, 


“The Australian Outlook” March, June, 


Overseas subscri 
national Affairs, Cha 
the Pacific 


All 


may. 
House, St, James’s Square, London, 
elations, Bast Street, New York, 


shor 


placed with the Royal Institute 


the Commonwealth Secretary, 


4 i 
\ 

4 

4 


: 
‘ 


When you travel... 


cheques 
letters credit 
reservations 


itineraries 


Have you ever used the Bank New South Wales 
Travel Department? This widely experienced 
section can help you many ways—with passport, 
visa, and taxation clearance information, with 
tours both Australia and 
overseas, with hotel and travel reservations and 
bookings, and the provision traveller's cheques 
and letters credit—the modern, safe method 
travel finance. Experienced Travel Officers can 
give you valuable assistance the 


When next you travel, consult and use— 


BANK WALES 


FIRST BANK AUSTRALIA 


(INCORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY) 


. 
‘ 
‘ 


THE 


AUSTRALIAN OUTLOOK 


Vol. No. December, 1955 


CONTENTS 


The Dyason Lectures For 1955 
The Rt. Hon. Kenneth Younger, M.P. 


Some New Factors Post-War British Foreign Policy 


Articles 
Britain And The World Economy Wheelwright 
Notes 
Britain And European Economic Integration Wilson 
Reviews 
Iraq, 1900 1950—A political, Social and Economic Study 
(Stephen Hemsley Longrigg) Harold Earle 
Economic Planning Under Free Enterprise Grayson) 


Correspondence 


EDITOR. Black. 
ASSISTANT EDITOR: Guth. 
ASSOCIATE EDITORS: Mrs. Legge (Western Australia), Mackie 
(Victoria), McFarling (South Australia), Mayer (New South Wales), 


Inglis Moore (Canberra), Neale (Queensland), Townsley 
(Tasmania). 


201 
211 
221 


231 


240 


The Australian Outlook 


CONTRIBUTORS THIS ISSUE 


The Dyason Lectures. 


THE RT. HON. KENNETH YOUNGER, M.P. 


Articles 


E.L. WHEELWRIGHT: Lecturer Economics, University Sydney. 


Notes 


WILSON: Lecturer Economics, University Sydney. 
EARLE: Who, for many years lived the Middle East. 


Reviews 


STANNER: Reader Comparative Social Institutions, The Australian 
National University. 


BUESST: Formerlly President The Australian Institute International 
Affairs. 


NAUZE: Professor Economic History, University Melbourne, 


JAMES: graduate Australian University who has represented Aus- 
tralia abroad various conferences. 


Correspondence 


FITZGERALD: Professor Far Eastern History, The Australian National 
University. 


The Dyason Lectures 


The Rt. Hon. Kenneth Younger, M.P. 


Some New Factors Post-War British 
Foreign Policy. 


The ten years which have passed since the end the Second World 
War have been full dramatic turns and incidents that general 
survey British foreign policy during this period could usefully 
attempted single lecture. All that can hope to-night 
pick out some the factors the world situation which are new, and 
tell you how believe that Britain regards them. 


Before left London was warned that Australians would 
interested mainly such aspects British policy directly concern 
Australia. There nothing surprising that, and will best 
talk above all things which are common concern both our 
countries. not however interpret that self-imposed rule requiring 
limit myself discussion the affairs this area the 
world. For the role which country may willing and able play 
the Pacific inevitably conditioned her obligations all over the 
globe and her attitude world affairs whole. Moreover the 
interdependence nations increases, purely geographical division 
the world’s problem corresponds less and less with reality. 


Basic Changes Since The War 


The principal new factors world affairs may, believe, 
somewhat crudely summarised under three main headings. There 
first all the emergence great powers continental dimensions, 
commanding enormous resources and manpower. The changed balance 
power which resulted from this was slow manifest itself the 
inter-war period, mainly owing the retreat the United States from 
the world stage after 1918 and the post-revolutionary convulsions the 
Soviet Union. the middle the Second World War, however, the 
change was plain for all see. The emergence the U.S.A. and 
U.S.S.R. is, however, only the first stage. Already must take account 
India and China, even though the full development their strength 
still lies some years ahead. 

such company Britain and her European neighbours cannot expect 
their traditional roles remain unaltered. 

second change, special importance Britain, the 
transformation warfare new weapons. Long before the Second 
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World War, Britain was conscious that the age air-power, even 
unchallengeable navy could longer guarantee her security had 
done for centuries past. the inter-war years the new threat gave rise 
certain unavowed defeatism very damaging Britain’s foreign policy, 
and manifesting itself much wishful thinking about the possibility 
making deals with the dictators, too often the expense smaller states. 

glad think that, despite the far more devastating effects 
which would follow to-day from major war, this particular weakness 
has not again become marked. There has, however, necessarily been 
reappraisal the relation between Britain’s resources and the obligations 
she undertakes. The consequence this recognition that the United 
Kingdom cannot any more expect dominate herself some areas 
where once she was unchallenged, and that the establishment common 
policies with other powers must important objective her diplomacy. 

third change the immeasurably increased importance economic 
factors the framing Government policy. not thinking merely 
the greater pre-occupation with international trade which common 
all governments, but more particularly the special difficulties 
experienced the United Kingdom earning her living the post-war 
world, and the strain which has been placed upon her resources the 
attempt maintain her position world power. Shortly after the war 
Ernest Bevin said one occasion: give another million 
tons for export, and will give you foreign policy.” This may not 
seem to-day particularly original comment, for are 
now accustomed relate foreign policy economics, but cannot 
imagine that would have occurred any Bevin’s predecessors the 
British Foreign Office. 

Another fresh factor economic nature the new awareness 
the economic aspirations industrially backward areas, their need 
for assistance from more advanced countries and the decisive effect 
which intelligent handling this vast question may have upon the future 
political development large areas the earth. This aspect the 
post-war world was clearly appreciated towards the end the war 
many western statesmen, especially some circles around President 
Roosevelt and, believe Britain. Unfortunately Britain’s own economic 
situation 1945 was precarious that she could not immediately make 
the contribution she would have wished; and the time she was again 
position contemplate accepting further obligations, the world 
was already plunging into the Cold War, and the further obligations 
had take the form additional arms burdens. 

To-day one the big questions the moment whether are 
beginning emerge from this bleak period our affairs; and so, 
whether governments will now prepared devote increasing part 
their resources projects international economic co-operation. 
Should they so, the possibilities will far greater than they were even 
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ten years ago owing advances nuclear physics and other industrial 
techniques. 

The first and second these changes have made much Britain’s 
traditional policy out date, especially, perhaps, her policy towards 
Europe. Not only can the security her islands from attack 
European enemy longer assured twenty miles English Channel 
controlled the Royal Navy. addition, the traditional British policy 
the European balance power, directed preventing western Europe from 
falling into hostile hands, longer adequate, for this longer 
purely European problem. 

Despite its heavy population and its industrial importance, Europe 
longer master its own fate believed itself right the 
war. Winston Churchill has recorded with astonishment how 1939 
the British Government, faced with imminent war Europe, rejected 
offers both from the U.S. President and, indirectly, from Moscow 
interevene prevent disaster. was not yet realised that these were the 
two countries who, above all others, were decide the fate Europe 
and the issue the war. Hitler apparently appreciated this just 
little. 

the early post-war years, Europeans tended turn upon 
themselves again for while. But when, 1948, Soviet policy had 
sealed off Eastern Europe, and American aid had had take the lead 
saving the economy Western Europe, ceased any longer 
possible think terms purely European equilibrium. That 
not say that European union some form necessarily out date. 
does, however, mean firstly that schemes for union have had 
limited, one hopes temporarily, the western half Europe only, and are 
that extent less attractive. also means that Britain, which any case 
has never been integral part Europe, inevitably thinks less union 
with Europe and more creating some wider grouping which would 
her interest and Europe’s fully coincide), while the same time leaving 
her free develop the world-wide ties which have always been her strength, 
especially her ties with the Commonwealth and U.S.A. doing this 
meet the needs Western Europe for defence (the one sphere which 
she has simply been re-applying the famous phrase used Canning 
1824 when claimed that had “called the New World into existence 
redress the balance the Old.” 

Had tension not developed between the Soviet Union and the western 
allies almost immediately the war ended, the United Nations might have 
been able supply sufficient framework for world-wide co-operation 
meet Britain’s needs. The organs the United Nations, however, 
had not been designed for situation which the permanent members 
the Security Council were permanent disagreement and desperately 
afraid one another. Other and supplementary systems had 
devised, least the field security. 
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Anglo-American Relations 


Once the conclusion had been reached that some counterweight 
the Soviet Union was going required Europe, the pattern was 
set for the British attitude towards the United States. 

Anglo-American relations were any case exceptionally close 
result the war-time alliance and the habits mind which had developed 
during the war years when Europe was sealed off, Britain’s Mediterranean 
communications cut, and almost the only comparatively friendly world 
highway left her was the Atlantic Ocean. Throughout the war, 
and civilians all kinds crossed never before. Washington and 
London were only day apart. Added ties history, blood and 
language, all this made continuation Anglo-American co-operation 
seem Englishmen the most natural thing the world. the makers 
policy seemed all the more desirable because, far from cutting 
across Commonwealth connections, fitted admirably with the relations 
which had long been developing between the United States and Canada, 
and more recently between the United States, Australia and New Zealand. 

What was not initially appreciated, least the public, was that 
this might prove unequal partnership. Most British people were unaware 
how far the scale the U.S. war effort had come exceed the British, 
even Europe. About the American effort the Pacific War they 
knew even less. The first shock came with the sudden ending the 
United States lend-lease 1945 and their hard bargaining over the 
post-war loan Britain. This ushered period when the realisation 
our dependence the U.S. set some public resentment deriving 
from incipient inferiority complex. glad say that this already 
seems passing, for there could worse basis for the relationship 
between the two countries. 

Immediately after the war the anxiety Governmental circles, 
however, was lest the United States should less interested than 
them and should retreat from Europe once again. Whether this fear 
was ever soundly based not sure, but imagine Australians will 
sympathise with it, for they have entertained much the same fear 
United States withdrawal from the western Pacific. the tension 
between U.S. and the Soviet Union rose, however, became less and 
less likely that the United States would again indifferent European 
security. Although she has occasion darkly threatened “agonising 
reappraisal” her European policy, Europeans have felt that she would 
never risk reappraisal which might result Communism taking possession 
the industrial wealth the Ruhr and the Rhine, and they have 
consequently not been unduly disturbed. 

is, course, natural that there should have been heart-searching 
over the new relationship and some real hostility the American link, for 
even those who correctly assessed American power did not all rate American 
wisdom equally high. There have been times especially between 1950 
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and 1954 when Britain and Europe have genuinely feared that American 
impetuosity, spurred bursts popular indignation, might plunge them 
all into unnecessary war. Each crisis has however passed, usually showing 
that American actions are much wiser than American words. 

The only really serious challenge the idea the American alliance 
has arisen out two questions: First, line-up groups rival 
powers really inevitable? And second, even is, could not Britain 
help forming group, which could stand “third force” between the 
angry giants, U.S.S.R.? 

Soviet policy from 1948-52 answered the first question making 
co-operation with her impossible any terms but complete subservience, 
and the militancy her policies from the Berlin Blockade the 
Korean War. The hard facts power answered the second; for the 
conditions the late 1940’s and early 1950’s effective third force 
existed anywhere, matter which nations might have joined together 
form it. 

Soviet policy might, doubt, dramatic change, something 
unmake the unity the west which did much make; while the 
recovery Europe, especially Western Germany, together with the growth 
“peace area” Asia even Europe, might gradually build 
the elements from which third force could eventually emerge. There 
need view this possibility with alarm. not all sure that 
the polarisation power Washington and Moscow since 1945 has 
been healthy development. certainly diminishes the scope for the 
exercise the arts diplomacy, which flourish much better within 
pattern more widely diffused power. any case believe that the 
essentials Anglo-American co-operation would now survive any changes 
this kind. 

Despite the friction which there has been between the two countries, 
the post-war reckoning their co-operation shows large credit balance. 
Europe was the mainspring the Marshall Plan and NATO, 
the pillars upon which the economy and defence Western Europe have 
been supported during highly critical years. Whatever the future may 
hold, that fact historic significance. 

the Middle East, area traditional British influence into which 
Americans have only recently infiltrated way the oil industry, 
relations have been stormier and the results far less convincing. Leaving 
aside the intractable problem Palestine which embittered the immediate 
post-war years, Britain has often been somewhat loggerheads with her 
ally. 

For this she has herself been partly blame, for her own policy 
has been somewhat ambivalent. the one hand she has wanted American 
power help fill vacuum, which the reduction her own and French 
commitments was creating; the other hand she has not wanted 
see her own vital interests oil military facilities supplanted 
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American interests consequence. This, coupled with American lack 
discretion, led some friction both over the Abadan crisis and during 
the long negotiations with Egypt. Here too, however, Anglo-American 
co-operation was eventually maintained. The solution the Iranian oil 
dispute satisfactory Britain had any right expect; while British 
and American ideas about Middle Eastern have come very near 
together and their objectives are nowhere conflict. 

cannot here enter upon detailed discussion British policy 
the Middle East, but should not like thought from what have 
said far that think the general situation satisfactory. The dispute 
over Israel keeps the area state tension and the western powers 
seem unable persuade the Arabs accept the new state, whose 
survival Britain and the U.S. are deeply committed, permanent 
feature the map. The Arab states, moreover, are politically unstable 
and present united front only their hatred Israel opposition 
colonialism North Africa. Their capacity for defence against 
external aggression negligible, and despite the extension NATO 
Turkey and the adherence Britain and Pakistan the 
pact, serious Middle Eastern defence yet exists prospect. 

The Middle Eastern power vacuum, other words, not yet filled, 
while oil has made the area anything even more important than 
was when all fought hold two world wars. world tension 
were renewed, the Middle East would very soft spot indeed, 
and only long, slow build-up, starting with social reform and economic 
development and the stabilisation Israel’s position can alter this. 

shall have occasion later lectures discuss British policy 
Asia, and the serious differences she has had with the U.S. over the Far 
East. wish make only two comments the theme 
relations the Far East the present stage. This area has been the 
biggest source Anglo-American disagreement since the war. The 
divergent policies are now coming nearer together, largely under the 
pressure events, but partly, like think, owing the cogency 
British arguments. Owing the disparity the respective resources 
available the area, there has been little pressure which could exert 
order get our views adopted joint policy, except the pressure 
persuasion. believe this has been effective some vital moments, 
and that have not been altogether unsuccessful combining certain 
independence policy, where differ, with the overall solidarity the 
two countries. 

The other point wish make that the need associate the United 
States with the defence areas which Britain can longer sure 
devoting adequate resources applies even more obviously South 
East Asia and the Pacific than the Middle East, for half the world 
away from Britain. After the experience 1941-2 presume that 
have need labour this talking This does not mean 
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any weakening Britain’s sense obligation either Australia and 
New Zealand her areas responsibility Asia. means rather 
that Britain has not ignored the lesson the war that, world 
conflagration, the best that she could might quite inadequate and 
that she can best fulfil her obligations helping advance ensure 
additional assistance from other quarters. 

The first test this attitude occurred the occasion the ANZUS 
Pact 1951. The non-association Britain with this pact was deeply 
felt many people all parties Britain and there were several 
stormy scenes Parliament over it. was, course, open recognition 
the changed power structure the area and such was not agreeable. 
cannot say that found agreeable defend the face hostile 
opposition questioning the House Commons. did not, however, 
have bad conscience over it. The change implied neither decadence 
nor failure will our part, but merely recognition realities. 
this, many other things, convinced that there has been any 
merit British policy since the war has been its readiness look the 
facts the mid-twentieth century straight the face, and use mid- 
twentieth century methods meet them the old methods longer 
answer. 


Communism and the Cold War 


far have spoken mainly Britain’s attitude towards her friends 
and allies. What her estimate those with whom she has failed 
maintain relationship trust, the Soviet Union and her satellites, and 
more recently Communist China? 

The failure postwar co-operation with the Soviet Union was 
accepted Britain only slowly and with the utmost reluctance. This 
was the only sensible attitude adopt that time. may relatively 
easy now show, the American detractors President Roosevelt 
never tire doing, that there was much wishful thinking, perhaps even 
naivete, the hopes which were then expressed about the Soviet Union. 
the time, however, one could sure what turning Soviet policy 
would take the end the victorious war, and the west had made 
serious effort building something upon the wartime alliance, their public 
opinion would not have been able stand firm with clear conscience 
against the subsequent excesses Soviet policy. 

believe, then, that were right hoping for Soviet 
co-operation even some cost ourselves. example this was the 
heavy expenditure which continued bear Western Germany 
1948, while refrained from taking independent action our own 
zones, the vain hope that might get agreement with the Russians 
upon action throughout all Germany. 

Eventually, however, the unmistakable evidence Soviet intransigence 
had faced, and Britain, along with her other allies, turned resolutely 
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the disagreeable task building defence through NATO and 
resisting aggression Korea. perhaps still necessary emphasise 
that even the earlier years there had never been any “appeasement” (in 
the “Munich” sense the word), and indeed early 1946 western 
firmness had paid dividends achieving the evacuation the Red 
Army from Northern Iran. 


necessary emphasise this, because has recently become 
fashionable some circles, which make good thing out 
anti-Communism, brand appeasers even traitors those who 
refused plunge uninhibitedly into holy war against the citadel 
darkness Moscow. common with great body countrymen 
decline any such thing. am, believe, typical very wide 
circles moderate opinion Britain believing that totalitarian 
communism, despite the outward rigidity its structure, more exempt 
from change, history proceeds, than any the other secular faiths 
which have gone before it. Those who think with would not deny that 
communist power, which itself accepts force legitimate instrument 
policy, must met with firmness; but they also believe that the 
longer run, the dynamism communism will grow weaken, according 
ordinary men and women throughout the world are are not offered 
political alternative which meets their needs and commands their loyalty. 
That the real challenge communism what we, somewhat smugly, 
call “the free world.” 


This attitude can fairly simply translated into terms foreign 
policy. means that insofar communism more than the crusading 
philosophy the expanding state power the Soviet Union, we, 
who favour different way life, are entitled resist its encroachments 
whatever means may required. This the aspect communism 
which has predominated Europe. this which drove Marshal Tito 
into revolt, and cemented Western Europe the North Atlantic Treaty. 
all this Britain has played leading part, much under Labour 
Government under the present administration. 


Soviet State power, however, means the main driving force 
communism Asia. The Soviet contribution the Chinese revolution, 
though important, was nevertheless marginal. And elsewhere Asia, 
even one substitutes Chinese for Soviet state power, one should not 
make the mistake believing that the Chinese Communist State could 
only weakened, communism would cease exist. The peoples many 
technically backward countries would still see one possible way 
tackling their most pressing problem—how initiate and carry through 
industrial revolution the largest possible scale and the shortest 
possible time. 

inevitable that such peoples, looking for systems imitate, 
should note that the Soviet Union, with many initial handicaps primitive- 
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ness and illiteracy overcome, has rapidly turned itself into the world’s 
second industrial power. The price paid human liberty will probably 
impress them less than the achievement. They will watching China’s 
progress with even closer attention. 


contrast, the outstanding successes.in industrialisation the non- 
communist world—Britain, the United States Germany—have all 
industrialised wholly different conditions and over longer period. 
still remains proved whether the freer western system equally 
applicable the needs those now entering the race. The test case 
will probably India—and there much that western nations can 
help India become example worth following. 


These reflections, course, open for Britain and all other 
industrially advanced countries, the prospect long period sustained 
effort all over the world. Much excellent preliminary work has 
been done, the United Nations, the United States Foreign Aid 
programmes, and the Colombo Plan. believe incidentally that the 
Colombo Plan has hit upon the best technique yet devised for combining 
the full independence countries receiving aid with reasonable assurance 
countries giving aid that their money not being poured down the 
drain. The fact that all these projects taken together 
are more than pilot schemes for the far larger operations which 
must follow democratic institutions are preserved while the new 
industrial revolution sweeps over Asia and Africa. Neither Britain 
nor the United States nor any other major country has policy yet been 
adjusted meet this need. 


is, course, perfectly fair point out that such policies could 
scarcely have been adequately developed while fear large-scale war 
compelled all build our defences. Nevertheless, even the 
darkest moments the Cold War there was need for better sense the 
due proportions observed between economic and military effort; 
and here that the believers the inevitable holy war have done most 
hinder the development constructive policies the west. believe 
for instance that U.S. policy towards China since 1950 has been greatly 
influenced the strategists and politicians who asserted, almost 
matter faith, that war with China was bound come and come soon. 
Some argued that the United States should therefore strike first, while 
atomic superiority was theirs; and even those who did not far 
this, effectively prevented the American public from giving serious con- 
sideration the long-term policies which would required the event 
early war not materialising. 


Yet this now the situation which seems the most likely develop, 
and United States policy towards both Japan and China consequently 
having through contortions which are costing the United States 
good deal prestige throughout Asia and were quite unnecessary. 
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are now fascinating point world affairs, when certain 
optimism about the future is, believe, again becoming permissible. 
not question taking communist statements about peaceful co-existence 
entirely their face value, nor convincing ourselves that the leaders 
the Soviet Union and China have suddenly thrown over the doctrines 
upon which they have been acting for forty years. doubt they believe 
firmly ever that there fundamental conflict between their system 
and ours and that their job hasten the victory their side. They are 
not, however, obliged adhere slavishly the methods their founding 
fathers regardless changes the world around. 


They are not, for instance, obliged, the nuclear age, regard war 
instrument world revolution the way that Lenin 
did. Indeed sane man could regard it. Again, the long reign 
Stalinism was characterised the belief that the one great country which 
had embraced communism must infallibly the strategic headquarters and 
the fount doctrine for communists everywhere. Now that China 
communist and the most distinguished living communist not Russian 
but Chinese, this automatic identificaton true communism with Soviet 
state interests can scarcely maintained. Realisation this may well 
the back the astonishing change attitude shown Soviet 
leaders when they visited Belgrade this summer. 


Finally political inquisition secret police system can stop the 
internal changes the Soviet Union which result from the mere passage 
time. Anyone who was adult 1917 must nearing sixty years 
age to-day. Since then, revolution, hardships and war have told heavily 
upon older generations, that the bulk the Soviet managerial class 
far below this age. Construction home must mean far more them 
than revolution abroad. Above all; with the possibilities rising living 
standards and with many years imagination-stirring development stretch- 
ing before them, they have almost motive for taking risks with what 
they have already gained. 


surely not fanciful see the complicated and seemingly 
inconsistent manoeuvrings Soviet policy since Stalin’s death, reflection 
the eddies and cross-currents which stir the ice-flow begins move. 


Britain have always thought something this kind 
possibility, and have long been looking for signs. When Stalin’s death was 
quickly followed the Korean truce, Winston Churchill was the first 
throw into the international arena the idea that should seek 
exploit the moment fluidity Soviet policy, initiating high-level 
negotiations. has taken two years and more convince the world 
that the time has indeed come when the great antagonists can profitably 
begin talk again across table instead shouting insults each 
other across the ether and the market place. 
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The attempt agreement has had almost universal support 
Britain. Not that anyone expected dramatic solutions follow. 

think hoped that the Conference the Big Four would very 
much what has actually done, namely that would register 
authoritative way what was already widely believed other grounds 
the fact—that great power now envisages the settling disputes 
major war; and that would usher new phase, which genuine, 
laborious, negotiation would replace the sterile polemics political 
warfare. 

Whatever the outcome this process, Britain feels sure enough the 
basic unity purpose herself and her main allies, the Commonwealth, 
Europe and the United States, not afraid trying get peace 
negotiation. hold back, for fear being outwitted divided from 
one another would, feel, fear our fate too much. 


Britain And The Far East 


The political changes which have occurred during the last twenty 
years have been more sweeping Asia than any other continent. 
recently 1939, from the Middle East the China border, almost all 
the southern half Asia was under western colonial rule. The northern 
half, Soviet Asia, was effect also administered and its policy was con- 
trolled westerners, though convention chose not label this situation 
colonialism. 

Even China was indirectly subject much western interference 
her affairs and still suffered from the last remnants the extra-territorial 
regime and the “unequal Only Japan, all major Asian 
countries, was fiercely independent, materially formidable 
already expanding imperial power. 

the western countries, Britain was far the most deeply involved 
Asia, owing above all the existence her Indian Empire. Indeed 
her wealth and her position great world power were widely believed 
depend upon her privileged situation Asia and her control the 
Indian Army. 

During the war, Britain’s key position India itself held firm and her 
eastern war effort was directed and Ceylon. Further east, 
however, disaster overtook her. One after another, Hong Kong, Singapore 
and Burma fell the Japanese and with them her other Far Eastern foot- 
holds. The repercussions this were course strongly felt India itself 
and were damaging other western colonial rulers Britain. 

After the war when the Japanese tide was rolled back, there were few 
areas, any, where the inhabitants wanted see their former European 
masters return. Almost everywhere, Burma, Indo-China and 
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Indonesia, there were plenty indigenous Asians ready and willing 
assert their right rule their own 

All this might have seemed—and indeed did seem some—to 
irreparable disaster for Britain. This view, however, was never widely 
accepted Britain itself. hope shall not thought unduly partisan 
say that believe this have been largely due there being power 
Britain the time Labour Government, which felt nostalgia for the 
great imperial past, and agreed wholeheartedly with Macaulay’s century-old 
dictum that the day when India would demand institutions the European 
model would “the proudest day English history.” 


result this, Britain, far from being dragged along the 
wake Asian nationalism, forced the pace herself and started once 
rebuild her relations with Asia upon entirely new basis. may still 
too soon prophesy what will the remoter results these historic 
events; but one can deny that the decisions taken have already been 
remarkably vindicated. There now basis for co-operation between Asia 
and the west, which corresponds the needs the future rather than 
the past; there the basis for multi-racial commonwealth. For Britain 
herself there are already immense compensations for the surrender 
direct power. 

hardly surprising that this great drama should have absorbed 
much Britain’s creative energies the international field the early 
postwar years; that the successful outcome gave her great confidence 
her own ability adapt her old ways the needs the age. This was 
particularly true the British Labour movement which saw Indian 
independence the justification and fulfilment its own long anti-imperialist 
past. 

doubt some confusion and even danger may have arisen from 
certain tendency apply the Indian precedent, without much discrimina- 
tion, other situations where conditions were different. may for instance 
have led some assume too readily that the more intractable problem 
China could settled, India’s had been, merely judicious mixture 
goodwill and hustle. 

Even there were some exaggerations this direction, however, 
they scarcely weigh the scales against the immense benefit which Britain 
derived from having been put into the right frame mind accept equal 
partnership with Asia and give weight the Asian point view. The 
fact that the United States shared none these experiences goes far, 
opinion, explain the gulf which, for the last five years has separated 
British from American thinking Asian problems. 

Outside the formerly dependent area Asia, the postwar transforma- 
tion has been quite dramatic. China, western influence has been 
decisively driven out, and the new Chinese regime, addition its radical 
overhaul the domestic structure the country, asserting the right 
China leadership the Far East. Though China enters this phase 
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low level material well-being, she has great human and cultural 
resources and there disciplined fanaticism about her performance 
far which, maintained, could produce stupendous results. policies 
which the western powers evolve for the area should based the 
assumption that China’s bid for Far Eastern predominance will fail. 

hardly seems likely that Japan, now recovering from her tremendous 
fall 1945, could serious challenger the new China. One the 
enigmas the Far Eastern situation, however, the relationship which 
will eventually established between these two very important powers. 
any case hard believe that the abnormal orientation Japan towards 
the United States will fully maintained for much longer. 

important that western powers, even the United States, should 
realise that they themselves are longer serious contenders for leadership 
this area. They may have considerable role play, least for time, 
but nothing can more certain than that the vacuum left the retreat 
Europe will eventually filled Asian forces, doubt some com- 
bination Chinese, Japanese and Indian influence, proportions which 
cannot yet foreseen. 

The basic problems which fall solved the Far East are, 
least their origin, independent the Cold War. Industrialisation was 
certain come Asia from the moment that Japan set the example. 
Colonialism too was bound come end. That doing mid- 
twentieth century instead some decades later rather due the defeat 
the colonial powers 1941-2 the Japanese, than the agitation 
Communist parties the rise Communist states. 

India, British rule had long foreseen this turn events, though 
course many people thought Indian independence lying long years 
ahead. Both liberal and socialist Britain favoured the speeding 
the process, which was also accepted inevitable surprising 
number even Conservatives who had personal experience Asia. 

some territories, course, special conditions made difficult 
move fast. The inter-racial problems Malaya offer example. Even 
there, however, only certain time-lag involved and not departure 
from principle. 

China’s emergence strong Communist power introduces new 
element. There prima facie more ground for resenting her increased 
importance than there for resenting the importance India. Never- 
theless, great power the hands men whose motives are, say the 


least, imperfectly known, bound cause anxiety all who may 
affected it. 


British and U.S. Policies Towards China 


The question how the western powers should react the impact 
the new the widest divergence the whole postwar 
period between British and American policies. will not take your 
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time repeating the well-known history this dispute, but few com- 
ments upon its causes may help throw light upon possible future trends. 

The dispute often presented though arose out the Korean 
War; the one hand out the unequal sacrifices made the United 
States and Britain respectively, and the other out British unwillingness 
recognise the full wickedness Chinese Communist behaviour the 
last five years. 

The truth is, however, that the American attitude Communist China 
had been largely set before ever the Korean War broke out. American 
refusal recognise the government Peking let take the seat 
the Nationalists U.N. dates least from 1949. Subsequent Chinese 
action Korea merely made easier maintain international support for 
policy which the U.S. Government had strong domestic reasons for con- 
tinuing. These reasons are not far seek. 

the first place there has always been great measure idealism 
and even sentimentality the American public’s attitude China. The 
United States led the Christian missionary effort China for many years. 
She believed—though others may doubt this—that her famous policy 
“the Open Door” China made her the protector the Chinese people 
against the rapacity the European imperialists. More recently she had 
given generously the UNRRA effort China, and her public had been 
taught see Chiang Kai-shek and his clever and beautiful wife through 
rose-coloured glasses natural friends the American way life. 

When, therefore, the Chinese revolutionaries rejected not only Chiang 
Kai-shek but American friendship too, affection turned deep bitterness. 

Secondly, the Far Eastern question became the plaything American 
domestic policies, until was article faith for one half American 
opinion that Chiang Kai-shek had been betrayed Washington and that 
all good men must now support him. Plenty people had interest 
keeping this myth alive. This view the Far East fitted well into the anti- 
communist crusade which was sweeping the United States and finding its 
expression both domestic loyalty purges and grandiose proposals for 
the “liberation” communist-controlled peoples. 

What has perhaps been even more important influencing American 
official opinion the fact that American eyes China and Japan are not 
much the easternmost parts the Asian land-mass the westernmost 
limits the Pacific Ocean. During and since the Second World War, 
American strategists have developed the theory that “island chain” 
bases, from the Aleutians Formosa and the Philippines, integral 
part the defence California. them, therefore, the whole Far East 
has been seen above all element Pacific Ocean strategy and only 
secondarily part continental Asian politics. 

Not one these American attitudes has its parallel Britain. 
had sentimental illusions left about the Chinese Nationalist regime 
the end the world war. Nor did our knowledge the Old China lead 
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expect anything other than wave anti-western zenophobia from 
whatever government might power the post-war period. 

The Chinese revolution, therefore, though the form took might 
disagreeable us, was great shock and never thought 
put into reverse. 

The “island chain” had direct relevance the defence any 
British interests; indeed were not even wholly convinced that the fate 
California really hung upon it. 

There was major difference between the parties Britain these 
matters. The policies established 1950 the Labour Government were 
carried the Conservatives with more than slight variations 
emphasis. 

Finally have always reached China way India and Singapore 
and not crossing the Pacific. therefore natural for see the 
Chinese revolution part the political upheaval which shaking all 
Asia. not see how western force could stop it, believe that any 
significant body Asians would join the west doing so. the latter 
point least, the evidence seems far our side. 

Military aggression China outside her borders course 
entirely different matter. have never suggested that that should 
condoned. Here again, however, have always insisted that Asian 
security system must based upon Asian support. believe, therefore, 
that purely negative anti-Chinese policies which not also offer China’s 
Asian neighbours, whether Japan South-East Asia, possibility 
developing peaceful relationship with their great neighbour, are the 
long run doomed failure. 

British policy China, though wary, aimed above all seeking 
some long-term accommodation not only between China and Britain but 
also between China and the rest Asia, and believe that our American 
allies are steadily coming nearer this conception too. Indeed, once all 
attempt accomplish counter-revolution outside intervention has 
been ruled out—and the United States clearly longer thinking these 
terms—no other policy makes sense; and even the policy fails there will 
have been nothing lost trying. 

am, course, well aware that the Chinese Communists may dog- 
matically reject our conception new and friendly relationship between 
Asia and the west. may presumed that they wish see end 
western power the Far East, including European colonies and American 
bases. Moreover, compromise not strong point the Communist 
philosophy. 

Nevertheless there ground for assuming that China determined 
persue her aims military force, still less that she will wish provoke 
unnecessarily the hostility India other Asian countries she has 
provoked the western powers. Indeed she has many reasons for being 
patient. particular she must aware that any expansion her influence 
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East Asia will depend above all upon her success turning China into 
powerful modern industrial state. This process only its very early 
stages, and the Chinese leaders, even the worst assumed about their 
motives, will presumably wish carry good deal further before they 
deliberately take major risks abroad. The probability, therefore, that, 
the very least, there will substantial period during which the rival 
communist-non-communist systems will competing for the support 
the uncommitted area Asia peaceful means. This least less 
catastrophic prospect than that early war—and course requires 
different type policy the part the non-communist powers. 


Korea And Formosa 


Turning now immediate problems, regret that have contri- 
bution offer you Korea. end the Korean fighting was the pre- 
condition any Far Eastern negotiation. turn the truce into peace 
settlement has far defied statesmanship. know step which could 
usefully taken present. Nothing but slow change the world 
climate will, view, make final and peaceful settlement possible. 

the Formosan strait, where there seems have been sort 
facto cease-fire recent weeks, the first step get the rival troops 
separated. would step forward place the full width the For- 
mosan strait between them. the British view there has never been any 
case for international intervention account the off-shore islands. 
would wish see them peacefully evacuated the Nationalists, both 
avoid dangerous incidents and save life, and also outward sign 
that the United States longer supports Nationalist return the main- 
land. the Nationalists insist fighting for these islands they should 
receive outside support. 

The problem Formosa itself harder. Mr. Walter Lippmann has 
recently stated that the United States objectives the island are two—first 
deny militarily hostile power; and second avoid the betrayal 
anti-Communist Chinese Formosa, for whom the United States cannot 
now avoid moral responsibility. The latter objective, says Mr. Lippmann 
essentially temporary and would scarcely continue beyond the lifetime 
Chiang Kai-shek himself. 

obvious that Britain does not directly share these objectives. The 
British military experts have tended hold the view, also held the 
United States Government right June, 1950, that the strategic sig- 
nificance Formosa was most marginal. Moreover, Britain has never 
incurred any obligations towards the Chinese Nationalists, and feels free 
consider the future Formosa the light allied declarations made 
Cairo and Potsdam, the interests the inhabitants Formosa and 
the general pacification the area. 

would, however, attempt ignore the new situation 
created both the existence state the Far East for over two 
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years and United States policy regarding Formosa. Britain 
recognise that, for the United States, the objectives mentioned Mr. 
Lippmann are real, and our deep interest Anglo-American solidarity 
compels take account them. 

hard indeed see how these objectives can to-day reconciled 
any formal manner with the equally natural claim the Chinese Com- 
munists join Formosa the mainland. The immediate aim must there- 
fore not much formulate settlement treaty, simply 
persuade the Chinese not pursue their claim force arms. This may 
not difficult do, view the immense operation that would 
required take the island the face United States opposition. 

The time gained must used attempt normalise relations 
between China and the rest the world diplomatic recognition, 
admission the People’s Republic China the United Nations and 
testing the possibilities peaceful co-existence South-East Asia. 
the problems this area that now turn. 


South-East Asia 


The security and development South-East Asia presents many- 
sided problem which deep interest Britain, and course 
Australia. 

is, with the single exception Siam, area which was wholly 
under colonial rule until years ago less. Anti-colonial feeling 


therefore factor seriously reckoned with. The disinclination see 
western troops return peacetime, which characteristic every country 
but Siam, trump card which the Communists have known very well 
how play. 

South-East Asia also most important economic area, producing 
crops and materials importance the whole world. Its trade important 
the west, and, modern conditions, probably indispensable Japan. 

one way and another Britain has put considerable effort into 
economic support the area, through emergency aid for Burmese and 
Malayan reconstruction after the war, through United Nations agencies and 
through the Colombo Plan. This plan, very happy Australian initiative, 
has developed most promising techniques for applying international aid 
backward areas. has united Commonwealth with non-Commonwealth 
countries the area and has enlisted United States support. This and 
other economic schemes now require increased scale. 

Defence has been less effectively tackled. From the time when the 
Cold War began, the creation “an Eastern NATO” has been canvassed. 
the past the proposals foundered two things, the unwillingness the 
inhabitants join with western powers for the purpose, and the unwilling- 
ness the United States accept military commitments the South-East 
Asian mainland. 

Defensive activity consequently remained fragmentary and consisted 
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only British operations against guerillas Malaya and the disastrous 
and, the British view unnecessary, Indo-China War. 

The Geneva Conference last summer registered course with- 
drawal the west, but was necessary withdrawal which need not 
have been humiliating had more far-sighted political policies been adopted 
much earlier stage. sure that the Geneva agreement was, from 
the western standpoint, sound policy. Certainly other policy would 
have commanded the Asian goodwill which essential. also 
convinced that the Geneva agreement, far can ensure it, should 
loyally carried out. implementation should break down our side, 
renewed hostilities some form seem inevitable, and not present 
see who going undertake the burden sustaining them the non- 
Communist side. 

important aftermath Geneva was the South-East Asia Treaty, 
signed Manila. This was new attempt “Eastern NATO.” Since 
the date the previous suggestions, one thing had changed—the willing- 
ness the United States participate. Asian opinion was reluctant 
ever. 

There can nothing principle against regional collective defence, 
organised countries who wish collectively defended. doubts 
about SEATO are based less upon general principle than upon its question- 
able effectiveness. 

Let first consider what way SEATO strengthens the Asian con- 
tribution the defence the area. India, Burma and Indonesia stand 
aloof, registering varying degrees disapproval. the only international 
body which Japan shows sign wishing join. 

The position Pakistan equivocal, since she only marginally 
part the area and has made very plain that her main motive joining 
the pact was not defend Siam Indo-China against China. The contribu- 
tion which the “designated states” would could make equally dubious. 
The position Malaya seems unchanged. Only Siam has shown 
enthusiasm. She getting increased American aid, but did not need 
SEATO secure that. 

There appears, therefore, little gain terms Asian 
strength offset the political disadvantage splitting the Colombo 
powers into two groups, this treaty has done. 

for the Commonwealth contribution outside Asia, relevant 
ask what Australia, New Zealand Britain will under SEATO which 
they could not under ANZAM. ANZAM was adequate instrument 
planning, though never fully used; while the committal additional 
resources the defence the area envisaged, would quite dis- 
honest Britain suggest that she can commit anything beyond what 
her obligations Malaya member the United Nations already 
demand her. 

being some doubt the small contingent 
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troops which Australia and New Zealand are sending Malaya thought 
their Governments fresh commitment made pursuance 
SEATO, purely arrangement with Britain for the conduct the 
long-standing guerilla operations Malaya. any event, not think 
that, the context defence the area whole, can considered 
substantially altering the resources available under the treaty. 

The crux the matter therefore the role the United States. They 
are the parents the treaty, and doubt formal statement their 
interest South-East Asian defence worth something. But what their 
actual intention? they contemplate having bases South-East Asia 
and troops stationed there peacetime? seems not. The only country 
which would accept them Siam, and the U.S. will not send them there. 
they contemplate nuclear air intervention against aggression? Maybe, 
but this does not arise out the treaty, was made clear Mr. Dulles, 
when said that U.S. forces stationed elsewhere the South-West Pacific 
could and would attack north and central China also, aggresssion 
occurred the south. This merely particular application the world- 
wide American doctrine retaliation against local aggression means 
and places their own choosing. 

There remain the rather curious clauses designed parry threat 
the independence any country means other than military aggression. 
These vague clauses are open some rather dangerous interpretations— 
particularly Article which could read involving the signatories 
not merely resistance against subversion directed from without, but 
supporting existing regimes against purely domestic movements. main 
doubt, however, arises not much from fear the misuse these 
provisions, from inability see what action the powers could 
fact take under them. For part, can only leave this open question. 

know, course, that the Australian Government welcomed this 
treaty. The United Kingdom also accepted it, but without much show 
enthusiasm. not suggesting that our Governments should have 
rejected it. the treaty makes politically easier for the United States 
whatever that she was going anyway the area, that may 
some slight value; but the difference makes terms resources 
action seems small. 

not think does much harm. not red-blooded enough for 
that. will harmful only allow decieve into thinking that, 
it, have devised policy for the area, and diverts our attention 
from other and more fruitful lines approach. for instance, 
seems that Indian and Burmese diplomacy has already done more for the 
security Laos and Cambodia than has SEATO. Persistence the part 
Mr. Nehru and Nu, both their visits Peking and Bandoeng, 
has, think, done more commit China policy respect for her 
Asian neighbours than any available amount western force could have 
done. 
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Chinese policy were nevertheless change for the worse, Asian 
support for collective military measures might grow. That would, however, 
imply something very different from the present predominantly western 
structure which SEATO represents. 


Japan 


almost all discussions about Asia since the war, there has been 
tendency say too little about Japan. have fallen into this error, 
not because unaware Japan’s importance, but because still 
hard see Japan’s future clearly comment constructively upon it. 

There one thing certain—that people now rising 100 millions 
number, endowed with great energy and strong national discipline, and 
still technically ahead every other Asian country, bound make its 
weight felt the Far East. 

The key Japan’s policy her need for world trade. Her post-war 
orientation has kept her almost wholly dependent, economically and 
strategically upon the United States. This, however, bound change 
and already changing, only because the unequal relationship has been 
expensive the United States has been unnatural for Japan. Japan 
must trade everywhere, with Communist well non-Communist Asia, 
and with Africa well with the west. She has therefore deeper 
interest the lowering bamboo and iron curtains and the progress 
peaceful coexistence than, perhaps, any other power. 

Japan and Britain cannot but trade rivals; and pre-war experience 
has made Britain cautious about lowering her trade defences the face 
Japanese competition. This course explains her attitude Japan’s 
entry into GATT and the vigilance with which her Parliament scrutinises 
every government which might ease Japanese entry into British 
markets. 

view past history not criticise policy tactical toughness 
negotiation the part country, provided that also face 
honestly Japan’s need for trade, the corresponding need many poor 
populations for cheap Japanese goods, and the certainty that this will lead 
her challenge some markets. 

The truth that populous nation, which not self-supporting 
home, can only live either expanding overseas, Japan did before the 
war; large-scale emigration, which does not now seem prac- 
ticable; expanding her trade without expanding her territory 
exporting her inhabitants. 

There can surely doubt that the third these courses the 
only one consistent both with Japan’s needs and with international peace. 
the world economy reasonably stable and expanding the prospect 
need not alarm us. There should room for all the world’s markets. 
the other hand world depression should recur, trouble with Japan 
would only one many catastrophic consequences. 
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The argument, therefore, like many others, leads back the lesson 
that can solve our major economic problems, many other problems 
world peace will solve 


Conclusion 


conclusion, would remind you that Britain has pay close 
attention not only the substance her Asian policy but the means 
which are available her for securing its adoption. With many giants 
stalking through the area she cannot expect her own unaided power 
prove decisive. She must seek harness the strength others. 

Common policies with Australia and New Zealand are clearly 
desirable foundation. the long run vital associate India with 
new and peaceful order Asia, while the short run only associa- 
tion with the United States that results, economic strategic, can 
obtained adequate scale. 

the last decade Indian and United States policies have often been 
pretty far apart, yet co-operation has recently been growing. This applies 
not only American economic aid India, but increased American 
acceptance the role which India more and more playing international 
negotiation. promote understanding between her two great allies 
major British preoccupation and she well placed, her special relations 
with each, play this part. Indeed the conception Britain mediating 
“third force” has far more reality this connection than its more usual 
connotation half-way house between the United States and the Soviet 
Union. 

performing this task, try never forget that the new chapter 
Asian history which opening, western influence can successful only 
far takes account and supplements underlying Asian trend. 
The day when the west could make Asians primarily instruments western 
world policy past. The problem to-day build new and equal 
partnership between east and west, which divergent regional attitudes 
may absorbed the wider common interest which all peoples have 
world peace. 


And The Commonwealth 


During the last ten years the Commonwealth has changed fast and 
continuously that anything said about one year has tended out 
date the next. sooner has question been asked than has been 
decisively answered. Will Asians, gaining independence voluntarily 
remain the Commonwealth? Can republic member? Even such 
comparatively new expressions “British Commonwealth” “dominion 
status” are already becoming obsolete. 

Yet through all, the Commonwealth remains reality. This was, 
course, very obvious World War II, but much more lately, 
and indeed right the present time, any practitioner the field 
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international relations would agree—and some would admit reluctantly 
—that the Commonwealth counts. Important nations very diverse 
character are proud belong it. They think that they nations get 
something from it, and that turn makes contribution world peace. 

Many who are not the Commonwealth find elusive and irritat- 
ing conception. Its continued vitality seems defy all rational analysis, 
which tells them that ought now have bowed itself off the 
international stage. Britain have had frequent experience this 
feeling Europe. From time time European federalists have sought 
persuade that our overseas links belong the past and that must 
now recognise ourselves for what are, European coastal island. 
Protestations faith the Commonwealth are met with pitying smiles. 

communists, again, the Commonwealth merely relic dying 
British imperialism; and 1948 when the Soviet economist, Professor 
Varga, suggested that with Indian independence, British imperialism might 
entering new phase, this dangerous thought cost him his job. 

Americans, though with very different motives, have also, until quite 
recently, professed think the Commonwealth terms the old 
empire and above all imperial preference, which, despite their own 
high tariffs, they never cease tilt. 

should not laugh these outside views, for the fact that past 
history has got great deal with the present existence and functioning 
the Commonwealth, and ourselves must our guard against 
complacent belief that sentimental attachment the past can suffice 
keep strong the future. 

We, who participate it, owe ourselves understand clearly 
what is, addition history, which holds together, and cultivate 
whatever real and contemporary our relationship, instead trusting 
exclusively old loyalties even mere habit. 

not altogether easy answer simple manner the question 
“What holds together?” The old constitutional superiority the United 
Kingdom thing the past. Common political institutions scarcely 
exist, apart from the Crown—and even the status the Crown has been 
significantly changed relation Republican members the Common- 
wealth. have common defence system, and co-ordinated foreign 
policy. 

What has, believe, proved decisive far has been the simple fact 
that believe ourselves—on what evidence scarcely matters—to 
real community nations who understand each other. all think that 
helps individually members one another, and accordingly 
conduct ourselves such way preserve the relationship terms 
acceptable all. 

This may sound fragile basis for co-operation, and doubt 
true that could easily weakened perhaps destroyed brutal 
handling. Yet least arguable that this underlying sense com- 
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munity, which the Commonwealth possesses, the very thing whose 
absence other spheres proving the greatest obstacle international 
co-operation generally. There are, for instance, other nations whose inter- 
ests are more obviously interlocked than, say, those Canada and India, 
but who nevertheless have far less understanding one another and ease 
communication with one another than these two Commonwealth 
countries. 

One has only sit such body the General Assembly the 
United Nations, listening the spokesmen sixty different nations explain- 
ing their attitude particular matter, order note that the differences 
between them derive not merely from national regional interests, but 
from differences mental approach and fundamental assumptions. The 
contrast far less marked among Commonwealth countries, even when, 
often occurs, there sharp disagreement policy. 

This doubt one reason why Commonwealth countries manage, 
the whole, maintain co-operation among themselves with far fewer 
formal agreements than they would employ dealing with even the 
friendliest outside power. Only last month there was instance this 
the British House Commons, when the Prime Minister, Sir Anthony 
Eden, was announcing an_agreement between the United Kingdom and 
the United States for the exchange information nuclear energy. When 
was asked whether there was corresponding agreement with Canada, 
replied, tone which indicated clearly his surprise that the questioner 
should have thought the question worth asking: “(Our arrangements with 
Canada) have worked extremely smoothly and well without any kind 
agreement, and, practice, the arrangements between these two Common- 
wealth countries are good that kind agreement needed.” 
(Hansard, June 20, 1955. Col. 1036.) 


Very much the same situation arose four years ago over the contro- 
versial issue Britain’s non-participation the ANZUS pact. While 
there were reasons connected with public relations why Britain might have 
preferred included the pact, the British Government was quite 
clear that, from practical viewpoint, there was need all for any 
formal pact between the United Kingdom, Australia and New Zealand 
since, myself said when speaking officially for the Government the 
House, “We could not, being added this pact, have added anything 
the obligations which recognise.” (Hansard, Vol. 487. 
25.4.51, Col. 392.) 

This unwritten understanding within the Commonwealth depends 
upon many things. due partly old association, which has given 
Commonwealth ministers and officials common background education 
and administrative technique. also due the network communica- 
tions which flow daily between governments and the wide range 
contacts which, almost every level, commercial, cultural and even sport- 
ing, link the Commonwealth countries with the United Kingdom, and 
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increasingly, though varying degrees, with one another. all this 
must added recent years the regular meetings Prime Ministers and 
the close consultations maintained between delegations from the Common- 
wealth every international conference. 

Other groups countries are moving towards some similar relation- 
ship—the countries Western Europe, for instance, the Americas 
the Arab world. The Commonwealth distinguished from these firstly 
having established such long lead over all others this field; and 
secondly being far more diverse its composition. Indeed its value 
the modern world lies very largely this—that, alone all these groups 
already practising co-operation not regional but world-wide 
and inter-racial basis. Its object and its effect, therefore, are not 
crystallise consolidate sectional interests, but the contrary ease 
the tasks co-operation between nations whose interests are often 
divergent, each whom also participating other international group- 
ings. this sense the Commonwealth surely pioneering one the 
essential techniques universal world order. 

There are fact very few interests which are shared common 
all members the Commonwealth. Perhaps the only advantage Com- 
monwealth membership which enjoyed all alike the constant 
exchange information, which gives each government far wider 
knowledge world affairs than would acquire its own, and enables 
judge world issues from the standpoint several continents simul- 
taneously instead merely looking out from its own capital. 

Apart from this, will usually found that almost any topic one 
might care mention, some Commonwealth countries will co-operating 
with countries outside, while others will not concerned. The most 
obvious instance would the arrangements the sterling area, which are 
linked with those the European Union, while Canada, being 
dollar country, not formally linked all. Similarly each country now 
organises its defence upon largely regional basis; while India seeks her 
security primarily means the purely Asian peace system which she 
aiming create. 

For these reasons there can nothing rigid exclusive about the 
operations the Commonwealth; and equally hard see how its 
unity could expressed through any more elaborate system Com- 
monwealth institutions. Since the long process decentralisation 
Britain’s imperial power began, many generations ago, the whole tendency 
has been relax the control London without putting any formal co- 
ordinating machinery its place. There strong current opinion 
to-day which seeks reverse this trend. 

All trace Britain’s constitutional superiority has now gone, and 
the Commonwealth must now thought association equals. 
There room for fascinating historical study the later stages this 
evolution, for instance the different attitudes various countries 
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they are reflected the precise formula which each them recognises 
the position the sovereign. The dissolution the old institutional frame- 
work, however, has now reached stage which hard imagine 
constitutional considerations any longer playing major role the future 
politics the Commonwealth. this generalisation there seems 
only one exception—the entry newly independent countries into 
full membership, question which shall revert later. 

other respects the United Kingdom still has unique position 
within the Commonwealth. She great financial centre and the banker 
the sterling area. She carries administrative responsibility for the great 
majority the dependent territories the Commonwealth, which form 
important element Sterling Area trade. She still, though 
reduced scale, major source capital for development. She source, 
though longer the predominant one, new settlers for developing 
areas. These factors give her special role which she has every inducement 
play the limit her ability, believe her sister countries would 
wish her do. She has, however, monopoly any these fields, and 
the links between the different Commonwealth countries and outside 
powers, especially with the United States, are constantly developing. 

That one reason why such pillars the old system imperial 
preference have been diminishing importance and will not again 
increased; and why there general support within the Commonwealth for 
the principles GATT rather than for attempt any more exclusive 
trading system. Economic co-operation, fact, rightly based upon 
unsentimental assessment contemporary mutual interests. far the 
United Kingdom concerned these remain very considerable, since she 
one the largest buyers Commonwealth produce and one the few 
available suppliers the plant and machinery the Commonwealth needs. 


Sterling Area 


characteristic the way which the Commonwealth conducts 
its affairs that its economic co-operation formalised only the rather 
loose machinery the Sterling Area—which itself not completely 
co-terminous with the Commonwealth. 

The degree importance attached the Sterling Area the post- 
war years has tended vary according each member country has feared 
dollar crisis. has also been thought some circles, and this has 
applied the British Labour Party, possible form collective defence 
against the onset American slump. This latter consideration has 
weakened year after year has gone without any major dislocation 
world trade from this cause and with repeated signs the capacity 
the United States economy recover quickly from temporary set backs. 

Taking the Commonwealth whole, gold and dollar reserves still 
remain inadequate relation possible obligations, that the practice 
pooling reserves and limiting voluntary action the demands made 
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members upon the common pool seems likely continue for some time. 
new institutions are likely created for this purpose, but there 
certainly feeling Britain that improvement the speed and scope 
economic consultation ought achieved. This could doubt 
done some elaboration, the economic field, the Commonwealth 
Liaison Committee which present the main organ for consultations 
policy London. 

Even convertibility sterling were achieved, there would 
still remain the convenience the Commonwealth whole using 
London reserve banker and financial centre. Some anxiety arises from 
the fact that, within the Sterling Area, has seemed that the independent 
members the Commonwealth may have been enabled draw dollars 
from the pool they have, only because the colonies, which are not 
independent, have been involuntarily piling balances London. This 
description the position, which the bare figures appear support, may 
well over-simplification, concealing the fact that the colonies often 
have good reasons, based upon self-interest, for keeping large quantities 
sterling London. Nevertheless the independent members the area 
would well bear mind that colonies reach independence they 
will under strong temptation opt out the sterling area allowed 
become organisation from which some consistently benefit the 
expense others. 


Defence 


best say frankly that Commonwealth Defence system now 
exists, nor are there defence interests common the whole Commonwealth, 
beyond the general interest promote collective defence against aggression, 
which shared all members the United Nations. particular 
plain for all see that the Commonwealth has not whole been pursu- 
ing single policy the Cold War. 

With the stultification the security system the United Nations, 
each member had made its own arrangements. The United Kingdom and 
Canada have joined with the United States and Western Europe the 
North Atlantic Treaty. The United Kingdom and Pakistan are now directly 
involved Middle East defence, while South Africa the fringe it. 
Australia and New Zealand are and they are joined the 
United Kingdom and Pakistan the wider grouping SEATO, which 
also includes the United States. 

India, contrast, together with Ceylon, committed military 
grouping all and seeks “area peace” Asia, which she 
endeavouring, not without some sign success, get Communist China 
meet her half way. 

most people the United Kingdom this patchwork regional 
collective defence arrangements seems perfectly acceptable, even some 
the particular groupings look less convincing There would 
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world-wide defensive obligations, beyond those they already accept 
members the United Nations, for they would not have the material 
means, and might well lack the will, back their undertakings practice. 
far the United Kingdom concerned, while her interests are 
widespread that she will normally find herself associated with the principal 
defensive arrangements all areas the world proposition 
previously explained, not significant exception), she can- 
not but aware that the enlistment United States strength their 
defence necessary Australia and New Zealand the Pacific 
her herself Europe. 


The Commonwealth And The United States 


would ask you note, indeed, that major question Common- 
wealth economic strategic policy can discussed to-day without 
bringing the United States. The Colombo Plan perhaps the most 
instructive example this—as also the best example the beneficent 
effect Commonwealth co-operation upon the world large. Started 
Australian initiative among group Commonwealth countries, has 
now spread benefit all countries South East Asia without exception 
and has enlisted the massivé support the United States contributor, 
without which could not hope operate anything like adequate 
scale. 

follows from these reflections that any major divergence between 
Commonwealth and United States policies would cause acute embarrass- 
ment least all the older members the Commonwealth, some whom 
have made clear that they were ever faced with clear choice 
between irreconcilable alternatives, own security needs would pull 
them irresistibly into the American camp. 

The only area which any such misfortune has seemed possible 
since the war has been the Far East. will not enter into detailed 
discussion the differences between Britain and the United States over 
China, which devoted considerable part previous lecture. will 
only say that the danger any parting the ways being reached seems 
good deal less to-day than once did; and that, this correct, 
small measure due the influence several members the Common- 
wealth, exerted over long period variety 


Colonial And Racial Problems 


have not yet touched upon the relationship the Commonwealth 
colonial and racial problems. Yet these are some ways the most crucial 
issues which are involved. say this because the biggest contribution 
which the new multi-racial Commonwealth can make world peace and 
progress may lie this field; and also because here that one can see 
the greatest threat disintegration. 

The objectives British policy relation her colonies are now 
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too well-known require detailed description here. Constitutional and 
economic development, with view self-Government and self-determin- 
ation, have not only been proclaimed successive British Governments, 
but they have been put into practice sufficiently massive scale 
wide enough variety areas leave doubt, even the most sceptical 
minds, that these policies will implemented with more than tactical 
variations. 

The policy has been welcomed Canada, Australia and New Zealand. 
The Asian members, among whom anti-colonial sentiment strong, have 
required convincing British sincerity, and even now criticise every delay 
the road autonomy. Nevertheless would exaggeration 
claim that even with them Commonwealth unity objective maintained. 
Asia itself Malaya the only major colonial problem which still remains. 
The limelight now switched Africa. 

The difficulty and indeed the danger which faces the Commonwealth 
whole Africa arises from clash between the policies the 
United Kingdom and the Union South Africa about the present and 
future status Africans. 

Britain has had too many different territories under her control 
Africa fall into the error imagining that every area can treated 
exactly alike. Nevertheless there consistent thread running through her 
policies everywhere. The West African colonies are being brought 
independent nationhood purely African states, and are very near the 
goal. Uganda, though much earlier phase her history, can progress 
along the same lines. Tanganyika, U.N. trust territory, will presumably 
follow similar pattern. 

Kenya, the existence settled European population, together 
with many Asians, has created different problem. well known, the 
problem, which intrinsically difficult one, has not been handled 
successfully enough prevent the appalling outbreak “Mau Mau” 
terrorism, which has immensely intensified racial difficulties and has, 
indeed, placed ugly question mark over Kenya’s future. The existence 
separate racial and cultural communities Kenya has given rise the 
policy known “partnership.” This attempt find way which 
the different races can live alongside each other, such way that Euro- 
peans, Asians and Africans all play part government, but not, initially, 
proportion their respective numbers. The design for the African 
majority play ever-increasing part, their cultural level rises. While 
this system must, the end, result the African majority becoming 
dominant, provides for protection minorities during fairly prolonged 
period constitutional and social progress towards democratic society. 

This clearly very difficult policy carry successfully its 
conclusion. demands statesmanship from all parties, and considerable 
patience from politically advanced Africans. meets with opposition from 
some Europeans, who will not contemplate even the remotest future, the 
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possibility “one-man-one-vote” democracy, which Africans would 
inevitably predominate. Where the gulf between the races great, 
one can sure that the policy can succeed, but seems most Englishmen 
the only way which European, indeed Asian communities can 
maintain their existence Africa, manner consistent with the humane 
and democratic principles which they claim fundamental their way 
life. 

While this difficult system partnership gets under way Kenya, 
Britain maintains sufficient hold the keys power the colony 
enable her exert strong persuasive pressure upon all concerned. 

the Rhodesias, the other hand, where similiar problem being 
tackled somewhat similar principles, British control has, practice 
not theory, been handed over the Government the New Central 
Federation. This was done amid considerable controversy 
Britain, partly because the European population Rhodesia was far more 
numerous than normal colony and, least Southern Rhodesia, had 
long possessed high degree autonomy. even stronger reason, how- 
ever, was the danger that, viable central African state were not created, 
parts the area would gravitate southwards, where very different principles 
are being followed the Union South Africa. 

not necessary for purpose to-night engage any polemics 
about South African native policy. South African supporters “apartheid” 
claim that the rest the world misunderstands their policy and particularly 
its moral and religious basis. Whether there misunderstanding not, 
the practical point, which inescapable, that the South African native 
policy has virtually support any other Commonwealth country, and 
that its South African supporters themselves believe fundamentally 
opposed the policy adopted successive British Governments towards 
Africans who are under their control. 

Not only the methods but the long term objectives British African 
policy are rejected South African nationalists, for whom the maintenance 
white domination sacred duty, and racial “partnership” wholly 
unacceptable idea. How long such incompatible policies can simultan- 
eously followed different parts Africa without explosion becoming 
question practical politics. true that the Central African 
Federation, which far pursuing moderate partnership policy, acts 
buffer between the Union and the purely African territories further north 
which are nearing autonomy. How the Federation’s policy evolves will 
therefore great and perhaps decisive importance. also possible, 
some believe, that the asperities South African native policies will 
inexorably smoothed away owing the economic difficulties implicit 
any attempt apply them uncompromisingly. These are hopes which may 
justify policy playing for time. 

the meantime, however, critical situation could arise, for instance 
over Union claim the British-administered High Commission territories 
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Bechuanaland, Basutoland and Swaziland which are, were, half- 
embedded Union territory; again, the candidature independent 
Gold Coast for full membership the Commonwealth would raise its 
acutest form the question whether the Union South Africa’s racial 
policies are fact reconcilable with the conception inter-racial 
Commonwealth, which now shared every other member. 

many apparently unlikely solutions have been found for Common- 
wealth conundrums the past that not going assume that, this 
instance, catastrophe inevitable. should not, however, burke the fact 
that there does here appear not merely clash policies, but 
breakdown the underlying understanding about objectives, and about 
the nature democracy itself, which claimed earlier the essence 
Commonwealth unity. therefore something more dangerous than the 
bitter feud between India and Pakistan over Kashmir, the differences 
which arise within the Commonwealth over colonialism the Cold War. 

The question whether this issue ever comes the breaking point will 
depend mainly upon South Africa, for there not much that Britain 
any other member country can meet her half-way without endangering 
the conception which has given the Commonwealth its main importance and 
its strongest appeal ever since the Asian members reached their full stature. 

suppose that some may question whether the inter-racial aspect 
the Commonwealth really the fundamental one. myself have doubt 
it. believe that future historians, writing the mid-twentieth century 
will attach even greater importance the re-awakening Asia and Africa, 
the evolution their relations with peoples European and western 
culture, and the tension between peoples with different living standards 
than they will even the Cold War. 

There existing international organisation better fitted help 
easing the process adjustment and interpreting one group the other 
than the Commonwealth. this aspect were lost, Commonwealth 
would doubt survive. But would little more than cosy association 
like-minded peoples and would have lost its significance for the world. 

hope that the warning about racial policy which felt ought 
give expression, will not blot out other impressions which should wish 
you carry away from here to-night. trust that have managed 
convey sense the great part which the Commonwealth has played, 
since the war, world affairs, and measured optimism about its future. 
Although has its roots past history, to-day pioneering experiment, 
fully abreast twentieth century needs. 

long continues unite its members, without making them 
into exclusive bloc; form bridge between countries European 
culture and those Asia and Africa; and stand, the eyes the 
world, for decency its methods government and tolerance its 
world-wide diplomacy, long will continue, the words Mr. Nehru 
have “touch healing it” for strife-torn world. 
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ARTICLE 
And The World Economy* 


WHEELWRIGHT 


study British balance-of-payments problems reveals that they 
are both deep-seated and, reality, long standing. necessary 
back the nineteenth century order see what fact long-term 
decline, accentuated World War II. 


historical platitude observe that the first three-quarters 
the nineteenth century Britain led the world manufacturing industry. 
the 1870s she had large proportion world trade—38% the world 
exports Although Britain was first the field, other 
countries were catching up, especially Germany and the U.S.A. 
Table shows, the 1870s can regarded kind watershed. Before 
then the annual volume exports was growing faster than the annual 
volume imports, whereas after the 1870s the reverse was the case. The 
adverse balance visible trade began grow apace, although, contrary 
popular opinion, order find favourable balance visible trade 
necessary back even earlier than 1820. Throughout the period 
covered Table the favourable balance payments was due the 
credit balance services, and net investment income. The 1870s can 
regarded watershed, because from about that time that the adverse 
balance visible trade began grow appreciably. Before 1870 exports 
paid for about 90% imports, but 1914 this proportion was down 
75%. 


Two factors helped postpone the day reckoning before World 
War One was the growth invisibles. Just Britain was able 
acquire large proportion world trade manufactured articles 
the first three-quarters the century, she was able acquire leader- 
ship the export “services.” London still being the financial centre 
the world those days, income from banking, insurance and various 
financial commissions grew apace, mainly after the turn the century. 
Likewise, carrying large proportion the world’s goods, income from 
the supply shipping services increased also, doubling between 1870 
and 1913. Secondly, there was phenomenal growth investment income, 
which more than trebled over the same period, the accumulated balance 
abroad having increased from £700m 1870 £3,975m 1913. 
appears that Britain built her overseas capital not out favourable 
balance visible trade, but out service income, and the reinvestment 


Based lecture given the Australian Institute International Affairs (N.S.W. Branch), 
November, 1953 


Unless otherwise indicated all statistics are drawn from Mission U.K. 1952. 
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interest received. 1913 net investment income exceeded the total 
service income, £188m against £182m. Such are the achievements 
compound interest! 


Table shows the balance-of-payments figures for the inter-war period. 
There clear evidence widening visible trade gap, visible exports 
never again reaching the 1913 level. There were still balance-of-payments 
surpluses until the end the 1920s, but these were much smaller than 
the pre-World War figures. World trade still grew, but much slower 
rate, but until the depression invisibles kept well, and did investment 
income. With the stagnation the 1930s both these fell off and for the 
first time deficits occurred, which were prevalent for most the 1930s. 


During the inter-war period two factors favoured the British balance 
payments. Without their existence there could easily have been larger 
deficits. the first place there doubt that the terms trade were 
extremely favourable Britain during the 1920s and 1930s, but particu- 
larly during the thirties. This most clearly brought out Table which 
shows the volume exports required purchase given volume 
imports over the last hundred years. There are, course, well-known 
difficulties attempts measure the terms trade over such long 
period, but all sources, however computed, show very favourable 
results for the inter-war period. This particular chart brings out quite 
clearly the “abnormal” nature the terms trade for the whole inter-war 
period. Viewed this perspective, the post-World War terms trade, 
appear return the “normal” relationship the nineteenth century. 
Kahn calculates that 1929 given unit British labour was able pur- 
chase 13% more imports than 1913, and 1937 24% more imports. 
The reasons for this movement are complex and cannot dealt with here, 
but clear that the existence this factor helped mask the British 
balance-of-payments situation. 


the second place, has remembered that the degree unem- 
ployment Britain the inter-war period meant that effective demand 
for imports was relatively low. The inter-war average was 14%, and only 
two years was unemployment less than 10% (1924 and 1927—9.1% 
and The pre-1914 average, for far back the 
figures are reliable, was about 7%. allowing for different 
methods computation over the years, these are substantial differences. 
difficult escape the conclusion that had there been much higher 
level employment Britain the inter-war period, balance-of-payments 
difficulties would have been much more evidence. There is, 
course, relationship between the extent unemployment and the price 
imports, that these two “favourable” factors (favourable far 
the balance payments was concerned) were interrelated. The point 
was well put Mr: Gordon, Deputy Governor the Bank 
Canada, address New York October 31, 1949. 
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“It now clear that full employment policy that time the 
United Kingdom North America, its effect the volume 
U.K. imports their prices, would quickly have shown that the balance 


payments the U.K. 1939 was even worse condition than 


1938, British visible exports paid for only 60% imports, the 
rest being accounted for invisibles, investment income and the deficit; 
and the British share exports manufactured goods was down 18%. 
one stroke World War removed all the “favourable” factors and 
substituted unfavourable ones. 


Table shows the estimated cost the war. The loss internal 
capital estimated the official historians the order £3,000m, 
made £885m—the extent which the nation “lived its capital” 
and did not make good the normal depreciation capital—and £2,200m, 
the amount actual physical destruction (much which was accounted 
for merchant shipping losses. 1945 the merchant shipping fleet was 
one-third smaller than was 1939). loss real capital this magni- 
tude clearly meant substantial drop the ability earn foreign exchange, 
apart from inability satisfy domestic needs. 


Externally there had been loss foreign assets (sold order 
finance imports before the advent Lend-Lease) well over £1,000m. 
This meant substantial drop overseas investment income, although not 
much might expected because mainly fixed-interest securities were 
sold. Foreign debts increased over £2,000m—the much discussed 
sterling liabilities which were incurred during the course the war, and 


which are now much less importance than they were, partly because 
inflation. 


the end the war Britain was faced, Lord Keynes aptly put 
it, with “financial Dunkirk.” was stated earlier, British balance-of- 
payments problems, properly understood, must envisaged 
currents tendency, whose direction can traced quite clearly from the 
1870s onwards. However, the official war historians remarked, “it 
necessary remember the diffierence character and consequence 
between gentle current and wild cataract.” 


impossible here consider the American Loan Britain, 
Marshall Aid, and the British export drive, all which are recent history. 
Table shows the remarkable recovery the British balance payments 
since the war. 1952, this was against odds, for the terms trade 
continued move against Britain. However, since then favourable 
movement set in, which only began reverse early this year. Compared 
with Table II, and bearing mind the fall the value money, 
clear that the balance visible trade has improved out all recognition, 


British Economy, Hancock and Goering (H.M.S.O.) 949. 
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that net investment income still makes very poor showing, that net 
shipping earnings are down, but that other invisible income (banking, 
insurance commissions, etc.) has made very rapid strides indeed. 


The balance achieved still extremely precarious however, especially 
when the low state international reserves taken into account. Further, 
investigation the capital account would show that over the last few 
years Britain has managed invest abroad (on private account) about 
£200m per annum, mostly the sterling area. Britain appears, therefore, 
still borrowing “short” the form sterling balances (principally 
from the sterling area) order lend long. the past year the whole 
the increase the sterling balances has been concentrated the 
dependent territories, who now have £1,226m standing their credit. 
British saving inadequate finance the present rate private overseas 
investment, about this having been provided each year from 
the sterling area. effect one part the sterling area financing much 
the capital for the other part, which curious method robbing 
Peter pay Paul, especially when Peter the dependent colonies. 


Current Problems 


clear that there little prospect large supplies capital being 
forthcoming from the British economy. Indeed, Britain hard put 
finance her own capital development, and debatable point, whether 
the lorig-term interests the British economy, overseas investment 
should allowed continue even the present low rates. 


possible here pick out only some the more important 
problems confronting the British economy: 


(1) obvious that Britain’s interest lies expanding world trade, 
hence her attitude the multilateral ideals the International Monetary 
Fund, and her interest expanding East-West trade. controversial point 
whether convertibility, her present weak position, the soundest way 
helping foster this expansion world trade. 


(2) The British economy functioning within very narrow margins 
tolerance, with the present degree of, and emphasis full employment, 
there little room for manoeuvre. There doubt that her balance 
payments problems would greatly eased say unemployment 
were political possibility. Almost the whole Mr. Butler’s actions 
Chancellor the Exchequer have been designed show that present 
levels full employment and international balance can achieved 


orthodox measures dismantling controls and dearer money. The case 
still not proven. 


(3) The basic task regenerate the economy after years 
relative decline, and the effect two world wars. Much the recovery 
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exports the early years after World War was due the fact 
that Germany and Japan were unable compete foreign markets. 
However, recent years Britain has felt this competition severely. 
Germany the greatest danger (before the war 64% her exports went 
Europe) although Lancashire may disagree. 


the past Britain has not adapted itself quickly enough the chang- 
ing patterns world trade. The expanding groups have been much more 
the capital goods, industries, such industrial equipment, motor cars, 
electrical equipment, iron and steel, and the newer industries such 
chemicals, electronics, etc. There has, course, been considerable adapta- 
tion the structure the British economy, but she has been hampered 
the fact that she started off exporter consumer goods rather 
-than capital goods, that the domestic market for capital goods was poor 
because the unemployment the and the lack applied 
science. The record pure science Britain beyond reproach, but the 
application many scientific discoveries leaves much desired. 


Britain obtain larger slice world trade, she must concen- 
trate producing those goods which are absorbing larger share that 
trade. This course she trying do—with some success—but 
particular, two requirements stand out. One the need for more and 
better capital equipment, which implies more saving. There here the 
familiar dilemma country with trend greater equality incomes 
—how achieve the necessary degree savings? Savings for the public 
sector can achieved through taxation, although there are diffi- 
culties involved. For instance, Mr. Butler’s recent Supplementary Budget 
there were substantial cuts public capital formation. This short- 
sighted economic policy, which will harm the economy the long run, 
but the alternative was impose higher taxation, which politically 
unpopular. far private saving concerned, steeply progressive taxa- 
tion has taken away the ability and the will save many richer people. 
Attempts tap the savings the less well off have met with little success, 
and much new thinking required this field. 


The second requirement for more flexibility the economy, for 
example, for less labour employed textiles and more producing 
atomic power stations for export. The major question here whether the 
necessary mobility can achieved through the operation the price 
mechanism, which works the margin and can only handle slow changes. 
Does the economic situation call for quicker changes, quicker than the 
price mechanism can handle? 


Allied with this point the whole question the structure wage 
rates, which was evolved under-employed economy, and which 
longer reflects the present balance net advantages various kinds 
employment. Organised labour tends consider the prewar pattern 
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the “normal” pattern, and are reluctant let the differentials change. The 
recent rail strike was essentially about comparative advantages. 


(4) long full employment maintained, very little can 
achieved without the consent the trade unions. Australia, organised 
labour extremely powerful, but still has much the mentality the 
underdog. There vast field here, for not only are there problems 
differentials and the level (the problems the “Labour Standard” 
instead the Gold Standard, Professor Hicks calls it), but problems 
apprenticeship, “dilution” labour and outdated restrictive practices, 


well the complex question industrial discipline society where the 
old sanctions are inoperative. 


(5) The narrow margin within which the economy operates has 
paradoxical effects for labour relations, for the one hand the inexorable 
economic pressures induce certain forms co-operation—such the 
spread joint consultation for instance and the utterances the T.U.C. 
wages and the export market; the other hand induces more acute 
concern over the existing division the national income. sacrifices 
have made, concern that there should equality sacrifice, 
that wage demands are moderated, must profits limited. 


(6) There the controversial question foreign policy and balance 
world affairs, whether the country can afford the level external 
military expenditure, running well over £100m per annum, which 
very large compared with prewar figures (compare Table with Table 
However, compared with internal defence excess 
£1,000m per annum—this insignificant. Despite American aid, there 
doubt that Britain has carried very heavy burden defence expendi- 
ture recent years, which has strained the utmost already overloaded 
economy. burden, moreover, which has not been shared her two 
major competitors, Germany and Japan. Any reduction cold war 
tension which reflected reduced burden defence expenditure will 
undoubtedly enable the British economy become more viable. 


(7) Finally, the whole economic situation has strongly influenced 
the political situation. The truth the matter is, course, that Sir 
Oliver Franks saw the end the war, central planning and control 
inevitable Britain to-day. The real question who plan, and what 
form the planning take, and how far go? Neither political 
party seems able willing act its principles, whether they 
Socialist Conservative principles. office the Labour Party moves 
little the right, and the Conservatives little the left. not for 
nothing the Conservative Chancellor has been called “Mr. Butskell.” 
just possible that thus proceeding, Britain may succeed the tradi- 
tional fashion muddling through, least long the international 
trade barometer reads “set fair.” 
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(Source:—Economic History Review, Vol. No. 1952—article Imlah, 
“British Balance Payments and Export Capital, 


TABLE 
UNITED KINGDOM BALANCE PAYMENTS, 1816-1913. 
All values nearest £m. 


Balance Services. 


shipping Income. end each 
sions, etc. 5-yr. period. 
1816-20 —10 +11 
1826-30 110 
1831-35 —14 147 
1836-40 —25 160 
1841-45 —19 195 
1846-50 —27 
1851-55 —33 
1856-60 —34 +25 388 
1866-70 —65 439 700 
1871-75 —64 +74 1,069 
1876-80 424 
1881-85 —100 +62 1,496 
1886-90 +86 1,928 
1891-95 
1896-1900 
1901-1905 2'627 
1906-1910 
1911-1913 


NOTE:—Columns 1-5 not cross cast, adjusting item composed Emigrant 
Funds, Tourists, Smuggling and unrecorded imports has been omitted. 


Kahn, Great Britain the World Economy.) 


TABLE 


UNITED KINGDOM BALANCE PAYMENTS, 1924-38. 
All values nearest £m. 


Balance Services, 


Year visible Net Investment Transac- 
trade. Shipping Income. tions. 
Commis- 
sions, etc. 


—338 +72 
—392 +46 
463 
—386 +83 
—353 +122 


+103 
—387 


+27 
408 104 
287 
—263 
—294 
—261 +32 
—345 —18 
—442 —56 


—377 


major government transactions are war-debt payments, reparations 
and 
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1924 
1925 
1926 
1927 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 100 200 —45 
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TABLE 
U.K. TERMS TRADE 


1851-55 
1856-60 
1861-65 
1866-70 
1871-75 
1876-80 
1881-85 
1886-90 
1891-95 
1896-1900 
1901-1905 
1906-1910 
1911-15 
1921-25 
1929 
1933 
1938 
1946 
1948 
1950 


vie 


1951 


RS Wa | 
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TABLE IV. 


(a) Estimated Cost the War— 
(Source:—British War Economy, Hancock and Gowing, 1949.) 
Disinvestment within the U.K. 885 
Physical Destruction (Land and Sea) 2,200 
External Disinvestment 
Sale External Capital Assets 
Increase External Liabilities 
Decrease Gold and Dollar Reserves 
Unallocated 4,198 
£7,283 


(b) External Liabilities Area, 
(31/12/41) (30/6/45) 
Dominions 
India, Burma and Middle East Countries 


Other Sterling Area 
Non-Sterling Area 


(c) U.K. Investment Overseas—Nominal England). 


Change 


Commonwealth Countries 
Foreign Countries 
Not Classified 


(Source:—White Paper Cmd., 9291, H.M.S.O., Oct., 1954.) 


TABLE 
U.K. BALANCE PAYMENTS CURRENT ACCOUNT, 1946-54. 
All values nearest £m. 


Balance Services. 

Balance 
visible 
trade. 


Net Govt. 
Shipping Income. tions. 
Earnings. 


Banking 
Insurance, 

Commis- 
sions, etc. 


NOTE:—(1) (Items not cross cast Travel has been excluded. Since 1952 the 
“travel account” has been about balance, although before then the net income figure was 
about £20-30m.) 

(2) Government transactions composed the following categories expenditure 
—military, administrative and diplomatic, relief rehabilitation, Germany, colonial grants, 
war disposals and settlements. 

The figures for military expenditure are (in £m.): 1946, 374; 1947, 209; 1948, 113; 
1949, 110; 1950, 100; 1951, 126; 1952, 141; 1953, 141. 
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607 
£3,355 
1938 1948 
m m 
749 —49% 
1946 —165 +113 +28 +62 —298 
1947 —415 +83 +93 —443 
1948 —192 +170 +77 +89 
1949 —137 +176 +91 +94 
1950 —133 +293 —136 +300 
1951 +267 +132 —154 —404 
1952 —125 +103 +121 
1953 4311 +120 —154 +109 
1954 —192 310 132 


NOTES 


Britain And European Economic 
Integration 


Wilson. 


The unparalleled destruction World War left Europe facing 
major reconstruction. Before the war Europe had accounted 
for almost half the world’s industrial production and trade. 1946 
was threatened with economic breakdown—machinery and buildings 
had been destroyed, damaged worn out; income from foreign investments 
had been lost; commercial contacts with export markets had almost 
vanished; and there was the problem inflation—the legacy 
the financing total war. 


Into this gloomy situation came the “simple suggestion” the U.S. 
Secretary State, General Marshall—that the remedy for Europe’s ills 
lay “in breaking the vicious circle and restoring the confidence the 
European people the economic future their own countries and 
Europe whole.” Thus was born the Marshall Plan, the basic intention 
which was alleviate the situation and help start Western Europe 
its way recovery. The atmosphere crisis which the Marshall Plan 
was presented seemed offer opportunity for effacing some the 
economic weaknesses the arbitrary political divisions Europe; even 
the late Sir Stafford Cripps, never noted for his optimism, was moved 
assert that the 270 million people Europe “were now engaged 
great experiment international government.” Unfortunately, the sense 
urgency, generated the Marshall Plan and the formation the 
Committee European Economic Co-operation, has been ebbing ever 
since. 


The debacle the European Defense Community and the European 
Political Community now only shameful episode the past. 
the economic side, however, co-operation, whilst not always spectacular, 
has steadily been gathering pace. Attention has been concentrated 
the two main problems production and payments; any appraisal 
the progress date important remember that there are least 
three phases European economic co-operation. 


Firstly, there was the short-run problem reconstruction, the making 
good war damage. this phase American assistance the form 
Marshall Aid and the offshore procurement military materials loomed 
large. The second phase, where the European countries were largely 
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thrown back their own resources, covers the search for modus 
way standing its own feet the production, distribution 
and exchange enough goods safeguard and improve standards 
living. The third horizon concerned with the long-run problem 
permanent working arrangement between distinct political units or, 
ardent “Europeanists” such Spaak and Monnet hope, the inte- 
gration Western Europe into single political and economic unit. 


the second and third phases which are most importance now 
that reconstruction largely complete. The passing the U.S. Congress 
the Foreign Assistance Act 1948 implemented the Marshall Plan. 
was paralleled Europe the Convention for European Economic 
Co-operation which laid down the principles and the machinery which 
were guide the European nations. The Organisation for European 
Economic Co-operation (O.E.E.C.), with Marjolin Secretary- 
General, was thus set continuing body charged with the task 
guiding European recovery. 


has faced many difficult problems, not all which has satis- 
factorily resolved. Early opposition centred the alleged overlapping 
functions the O.E.E.C. and existing international institutions such the 
International Monetary Fund But the Fund’s Executive Board 
was too rigidly circumscribed operate the type negotiating machinery, 
used effectively O.E.E.C. needed build rational trading system. 
The Fund persistently refused take any active part the attempts 
European countries rid themselves bilateral trade and payments 
agreements and replace them with multilateral agreement fostering 
trade between many countries. 


August, 1949, O.E.E.C. served notice that its aim was achieve 
“as complete liberalisation possible.” Here two distinct, but connected, 
lines action were apparent. The first involved the comparatively simple 
task freeing much possible each country’s private trade with other 
members the area from import and currency restrictions. The second 
aimed ending discrimination trade least between the countries 
Western Europe. 


The removal currency restrictions was made much easier when, 
October, 1950, the European Payments Union began the 
immediate postwar period the bulk intra-European trade had been 
financed the temporary expedient bilateral payments agreements. 
The need was for compensation deficits and surpluses trade with 
many countries and not just between any two. The first real move towards 
multilateral payments agreement came with the conclusion the 1948-49 
Agreement for Intra-European Payments and Compensations. This was 
designed finance the bulk forecast intra-European surpluses and 
deficits, the basis Marshall Aid Europe. Part this dollar aid 
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was “conditional” countries having bilateral surpluses Europe ex- 
tending equivalent credit “drawing rights” their own currency covér 
these surpluses. The devaluations September, 1949, wrecked the 
forecasts and led the movement for more normal system monetary 
settlements. 

The most important feature the European Payments Union the full 
and automatic compensation all bilateral balances graduated scale 
gold and credit settlements, the net position each country vis-a-vis the 
rest the group being determined each month. All settlements take place 
between each country and the Union, rather than bilaterally between each 
pair trading countries. country then has only one balance 
payments problem Europe and thus has longer any reason distort 
its normal trade pattern discrimination against other members. 

The successful operation E.P.U. gave much-needed flexibility 
intra-European payments and greatly assisted commercial liberalisation. 
long countries were free choose which commodities they would 
liberalise, the fundamental problems were avoided. Countries tended 
free only those imports which did not compete with their domestic indus- 
tries. close this loophole agreement was reached April, 1951, 
common list, all member countries being obliged freely import goods 
the common list. 

This radical departure from past practice was step towards the 
American objective—the creation European market for European 
products. The attempt create such common market has influenced 
the form many subsequent ventures economic co-operation. 
Europe-wide common market faced two main problems government 
trading and tariffs. “Liberalisation,” begun 1949 British instigation, 
was aimed the withdrawal import restrictions, leaving customs tariffs 
untouched. Some the countries with the highest degree liberalisation, 
e.g., Western Germany, retained very high tariff barriers, particularly against 
food products. This led considerable tension when traditionally low 
tariff countries, such Scandinavia, were asked liberalise still further. 

The advance towards freer trade was uneven between commodity 
groups. Raw materials were almost completely freed; the record for manu- 
factured goods was less impressive; and the situation food and 
agricultural products positively disheartening. has long been recognised 
that agriculture was the main stumbling block liberalisation. Government 
trading was, course, strongly entrenched this sector, particularly 
the case Britain, until quite recently. But even private account 
liberalisation the agricultural sector was relatively Slow due political 
and social, rather than economic, considerations. The really important 
question here what extent countries are prepared give their 
right pursue entirely independent domestic economic policies order 
develop intra-European and multilateral trade. The answer far given 
not very heartening, particularly far Britain concerned. 
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The realisation that the removal quota restrictions needed 
supplemented the reduction tariff barriers began the customs union 
phase European integration. complete European customs union 
appeared impossible immediate aim—so regional groupings were 
attempted. these the union Belgium, Luxembourg and the Nether- 
lands (Benciux) only one show any measure success and even this 
was threatened the special problem Belgian agricultural interests. 


the other hand the various arms pool, the green 
pool and the coal and steel pool—aimed the rationalisation pro- 
duction particular sectors industry setting common market 
for their products, have shown more promise. these the most interesting 
the European Coal and Steel Community (the Schuman Plan). Designed 
set and operate common market coal and steel has attempted 
remove, between the six countries party the Agreement, not only 
customs duties, quota restrictions and currency controls but also discrim- 
inatory transport rates and distortions such subsidies from the individual 
Governments, price equalisation schemes and differences pricing prac- 
tices. Substantial economies have been effected the rationalisation 
production and the co-ordination investment. The greatest fear that 
will deteriorate into another form cartel. similar fear which 
has prevented the establishment executive body for the rationalisation 
European agriculture similar the High Authority the Coal and 


Steel Community the very great danger that producers would gain 
control. 


Perhaps the most interesting feature the High Authority the 
Coal and Steel Community that its formation involved the sacrifice 
some degree national sovereignty the member countries. The 
High Authority has power make laws, within narrow field, which are 
enforceable the member countries, and the power levy taxes the 
coal and steel industry used partly run the community but mostly 
set fund for modernising industry and improving the social con- 
ditions the workers. But since the fiasco the E.D.C. and E.P.C. there 
reason believe that this very limited transfer power supra- 
national authority will the long-run pattern European integration. 
Rather, the loose form intergovernmental co-operation, with weak 
jurisdictional powers, represented O.E.E.C., the more likely form 
institution. 


The position the moment very confused. Opinion sharply 
divided the nature future action. There still general agreement 
the need for common market. But the “sector” approach now 
likely abandoned because realised that individual sectors 
industry are interdependent rather than independent. There is, therefore, 
return the policy proceeding broad front, reducing restrictions 
and tariffs stages. Coupled with this the realisation that positive 
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attempts improve efficiency retraining workers and adapting industry 
appropriate reaction balance payments problems than the 
passive policy safeguarding the existing structure industry with import 
restrictions. 

There still remains the question the future form European 
economic union. the one hand there Monnet’s Action Committee 
for United States Europe whose aim complete integration. 
the other hand, there are those who argue that the real problem 
take part move towards free multilateral trade world, rather than 
regional, basis the establishment currency convertibility. This, 
whilst temporarily abeyance, would tend make such institutions 
E.P.U. superfluous. The final outcome depends decision whether 
multilateral trade should between individual countries between 
and within regional blocs countries. 


Britain And Middle East Defence 


Earle 


Britain’s efforts foster common Middle East defence policy 
co-operation with the West still fail evoke much response from the 
majority the Arabs who remain suspicious what they term “Western 
imperialism.” And any assessment the recent major developments 
this vital area not particularly encouraging. 


The Anglo-Egyptian agreement 1954, which provided for evacu- 
ation the Suez Canal zone base, although ending over years 
friction between Britain and Egypt, did not weaken Egyptian antipathy 
alliance with the West, and only succeeded aggravating the 
Cyprus problem. 


Similarly, the new treaty and Iraq’s alliances with Turkey 
and Pakistan, while notable contributions Middle East defence plans 
from Western viewpoint, have antagonised the other Arab countries 
and split the Arab League that complete regional arrangement has least 
been retarded. Moreover, hostile Arab-Israel relations remain another 
basic cause Middle East dissension. 


But the Arab League split over Middle East defence was possibly 
the most significant development the past year because showed that 
member states were really only united their hostility Irael. also 
emphasised that the old dynastic rivalries between the Hashimites and 
Saudi Arabia and the inabilty reconcile sentiment with practical 
politics are still major obstacles common Arab policy. 


Despite British pressure, Egypt succeeded obtaining evacuation 
the Suez base without any fresh treaty commitments Britain and 
her Western allies who are members NATO—although Britain retains 
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the right return the base case war. However, this unconditional 
withdrawal was generally regarded Egypt triumph for its policy 
neutrality the East-West struggle; and any British hopes that evacuation 
might lead change heart were soon dispelled when the ruling 


Egyptian military junta openly espoused the Indian policy “third force” 
neutrality. 


the same time was blow Egypt and the other Arab countries 
when the Prime Minister Iraq (Nuri Said), without any preliminary 
notice the Arab League, announced January during visit the 
Turkish Prime Minister (Mr. Menderes) Bagdad, that Iraq would 
conclude pact with Turkey. The opponents Iraq’s move maintained 
that since Turkey was member NATO and Iraq was party the 
Arab League collective security pact, this new link would automatically 
involve the other Arab countries and prejudice their policy neutrality 
between East and West. (It should noted, however, that nothing was said 
about Britain’s treaty with Jordan.) 


further argument favour neutrality—the principal one, fact 
—is that public opinion the Arab countries which have only lately 
achieved complete independence from foreign rule would not tolerate new 
alliances involving the possible return foreign troops. They insisted 
that would better for the West strengthen the Arab League collective 


security system with equipment and enable the independence the 
region maintained. 


Nuri Said declined listen these arguments. asserted that 
Iraq, independent sovereign state, was free make alliances 
her own interests without prior approval the Arab League. was 
quite convinced that Iraq, situated much closer the U.S.S.R. than the 
other Arab countries, stood gain more from alliance with Turkey 
—and later with the Arab League security pact. Another 
factor which probably influenced Iraq was that alliance with Turkey 
would seem imply final recognition Iraq’s northern frontier and 
remove any possible Turkish claims the disputed Mosul area. 


From the Western standpoint there was certainly much commend 
Nuri Said’s realistic approach the defence problem, 
action was endorsed Britain few months later when new Anglo- 
Iraqi treaty was concluded. This followed pattern the Anglo- 
Egyptian agreement, that Britain agreed evacuate the two remaining 
air stations Habbaniya and Shaiba, subject use case war. 
the same time Iraq, unlike Egypt, accepted alliance with Britain, which 
meant that the pact with Turkey was further extended. Later the original 
Turkey-Pakistan pact which had been fostered the U.S. break the 
deadlock Middle East defence, was merged with the new pacts and was 
agreed establish four-power headquarters Bagdad. 


Meanwhile, opposition the other Arab countries, also took positive 
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shape. Saudi Arabia and Syria supported Egypt’s lead for fresh Arab 
alliance based neutrality: Saudi Arabia probably because her usual 
antipathy the Hashimite kingdoms Iraq and Jordan; Syria through 
distrust Nuri Said’s “Fertile Crescent” plan (which would absorb 
Syria) and because territorial claims Turkey over the Sanjak 
Alexandretta. 


the other hand Jordan, because dynastic ties with Iraq and her 
alliance with Britain, least showed some sympathy with Iraq’s move, 
and Lebanon filled the role “honest broker.” Israel, for her part, 
was disappointed that Turkey—hitherto her only friend the Middle 
East—should have joined alliance with one her Arab enemies 
and sought assurances that the pact would not directed against Israel. 


For the moment, least, there deadlock between the conflicting 
views Bagdad and Cairo and hard see how can broken. 
Both the military and the politicians Egypt and Syria have always been 
strong advocates neutral policy and for reasons already explained 
they can count the support Saudi Arabia which, these days 
oil wealth, means great deal. should also remembered that Nuri 
Said was careful silence all internal opposition before concluding 
Iraq’s new alliances and remains seen whether his successors 
will equally enthusiastic for these commitments, whether they will 
swing back the Arab League. Certainly any reduction East-West 
tension calculated lessen the appeal new alliances the Arabs, 
since they reason that there nothing lose but everything gain 
sitting the fence and collecting the favours both sides. example 
this has been seen the arms deal between Egypt and the Soviet 
block. 


These supplies arms might well lead flare-up over Palestine 
and this would draw the Arab states closer together again; because whatever 
their differences international relations they are united hostility 
Israel. Indeed, although over seven years have elapsed since armistice 
terminated hostilities between Israel and the Arab states, peace settlement 
remains distant ever. The Arabs still regard Israel cuckoo 
the nest and are convinced that she has expansionist aims. Therefore 
they retain their wartime blockade the new state the firm belief 
that they can achieve economic strangulation what they were earlier 
unable force arms—the liquidation Israel. Nevertheless, 
further safeguard, they continue build their military forces. 


Equally, Israel, despite the tripartite guarantee her existing frontiers 
given Britain, France and the U.S., 1950, fears that her hostile Arab 
neighbours are only building their military strength for “second round,” 
and consequently there are elements Israel which favour “preventive 
war” before too late. 


effort reduce this tension and facilitate peace settlement, 
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the U.S. Government suggested that the tripartite guarantee existing 
frontiers should extended Arabs and Israelis alike, and should 
accompanied international loan Israel for compensation the 
900,000 Arab refugees, who are one the main causes bitterness and 
friction. was further proposed that the United Nations should again 
consider the status Jerusalem, part which Israel has been using 
capital despite U.N. ruling favour its international character. Britain 
and Australia have expressed readiness support the American plan, 
but Arab reaction remains sceptical; unofficial comment suggesting that 
this merely another American attempt save Israel from bankruptcy 
and liquidation. Nevertheless, something the lines the American 
plan seems the only alternative another conflict, although likely 
take long time convince the Arabs that Israel cannot wished away 
and that all must live and work together. Meanwhile this running sore 
must regarded not only source Middle East unrest but serious 
obstacle regional defence plans because Arab eyes far more 
important than any ideological East-West conflict. 


Similarly, the Cypriots are only concerned with enosis (union with 
Greece), irrespective whether practical politics the present state 
international affairs. _Thus the transfer the British Middle East 
command from the Suez Cana! zone Cyprus not only failed appease 
Egypt but aggravated the Cyprus issue. And this turn has caused 
deterioration Greco-Turkish relations, since Ankara declines make the 
Turkish minority Cyprus hostage the enosis movement. 


effort solve the problem, tripartite talks were held London 
which Britain made clear that her Middle East defence commitments— 
which Greece and Turkey had ruled out the 
possibility enosis, although every effort would made give Cyprus 
larger measure self-government. However, progress could made 
these London talks because Greece stood her claim that the Cypriots 
should accorded the right self-determination, while Turkey refused 
any concession enosis, and the Cypriots (who were not represented) had 
already made clear that they would accept nothing but enosis. 


the absence any agreement, the London conference was ad- 
journed and subsequent Greek efforts raise the matter the U.N. 
General Assembly failed; that the Cypriots fell back increased terror- 
ist activities while the British authorities tightened security measures. 


obvious that Britain’s refusal make any concession the 
enosis movement because Middle East defence commitments has become 
doubly important with the withdrawal from Suez. Neither the treaties 
with Iraq nor Jordan (which completely landlocked) offer compensating 
facilities, while Arab hostility automatically rules out any approach 
Israel. The only alternative British territory would Aden, the garrison 
which has lately been strengthened, Kenya. Both, however, are far too 
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remote from the Middle East and particularly from Turkey, which now 
the keystone the Western defence system. the same time the question 
arises whether Britain can afford maintain her Middle East headquarters, 
which are costing over £50m establish, island where per cent. 
the population openly hostile. Greek and Cypriot argument that 
enosis would ensure both defence requirements and friendly population, 
but Communist support the enosis movement has naturally made both 
the British and Turkish Governments and their military advisers extremely 
doubtful this assurance. alternative suggestion has been that some 
form condominium rule might established, which Greece and 
Turkey would co-operate with Britain, but even this was feasible un- 
likely that would satisfy the advocates enosis. 


Two other Middle East developments are worth noting, although they 
are only indirectly concerned with defence: one the dispute between 
Britain and Saudi Arabia over the Buraimi oasis, and the other the 
worsening Egypt’s relations with the Sudan. 


The Buraimi oasis dispute illustrates how oil increasingly 
important factor Middle East affairs; attracting the attention major 
and minor pewers alike. Trouble first started nearly four years ago between 
Britain and Saudi Arabia over the Buraimi oasis which situated the 
rather poorly defined desert region south-eastern Arabia. The British 
view that the oasis lies partly within the territory the Sultan Muscat 
and Oman and partly the Sheikhdom Abu Dhabi the Trucial Oman. 
The Sultan Muscat and Oman independent ruler treaty relation 
with Britain, while since 1869 the Sheikhs the Trucial Oman have had 
exclusive agreements with Britain, which conducts their foreign relations. 
Doubtless prompted the oil attraction, Saudi Arabia also claims title 
the oasis, and August, 1952, sent small force occupy village 
adjoining Buraimi. the British view, this incursion was not only 
violation Trucial Oman territory but there was allegedly evidence 
show that attempts were being made bribe the local inhabitants declare 
their allegiance Saudi Arabia. 


When protests failed produce any response from Saudi Arabia, 
Britain applied what were termed “measures restraint,” which meant 
that the Trucial Oman levies were strengthened prevent excessive 
supplies food and money reaching the Saudi Arabian force. This led 
Saudi Arabian charges that Buraimi was being blockaded, but eventually 
agreement was reached submit the case arbitration. However, before 
the tribunal could deal with the main dispute, had first decide 
British complaint that Saudi Arabia was trying pervert the course 
justice extensive bribery the local inhabitants. 


Clearly, not just matter prestige particular concern 
for the local inhabitants which caused this interest the Buraimi oasis. 
fact, the oasis relatively unimportant, but the key much 
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larger disputed area believed rich oil and the exploration rights 
several big companies will depend the final demarcation. For instance, 
Aramco (the Arabian-American Co.), which has exclusive concession 
from the Saudi Arabian Government and already operating valuable 
oilfield higher the Gulf Dharan, obviously stands gain from 
vindication the Saudi Arabian claim. But the Sheikh Abu Dhabi 
and his oil backers refuse surrender their claim without struggle and 
Britain, the protecting power, has another tricky oil problem her 
hands. Although cannot compare with the Persian oil problem, has 
led deterioration the normally friendly Anglo-Saudi Arabian relations 
and has been additional factor anti-British propaganda among the 
Arabs unacquainted with the full facts the dispute. 


But over and above the Buraimi issue, oil now primary factor 
the struggle for power the Middle East. has certainly increased 
American interest this once predominantly British sphere influence 
and has been responsible for some inconsistency American policy. 
Under the Democrats, for instance, the principal American aid was given 
Israel, but later under the Republicans, result oil lobbying, 
more concern has been shown the Arabs. And still more recently, when 
some the Arab states refrained from supporting the American-sponsored 
Turkey-Pakistan-Iraq defence pact and accepted arms from the Soviet 
bloc, there has been tendency underwrite Israel again. 


Meanwhile the growing rift between Egypt and the Sudan, which 
considerable interest British Middle East policy, can traced the 
elimination General Neguib from the military junta Egypt. For over 
quarter century, the main problem the Sudan was reconcile 
Britain’s declared aim the Sudanese with the Egypt- 
ian demand for Nile valley unity under the Egyptian crown. was 
impossible find satisfactory formula until the Egyptian monarchy was 
overthrown, and then agreement was further facilitated the fact 
General Neguib, who headed the Revolutionary Council, was half Sudanese 
and had been born and educated the Sudan. 


Unlike some the old politicians, who thought the Sudanese were 
really Egyptians darker colour because they lived nearer the Equator, 
General Neguib was familiar with the country, its people and their political 
aspirations. Consequently, early 1953, Britain and Egypt were able 
reach agreement work under international supervision for full self- 
government the Sudan within three years; which time the Sudanese 
were free decide their own future. 


the same time Egypt retained the hope that the Sudanese would 
eventually favour some form union with Egypt. These hopes were 
greatly strengthened when the first general election resulted win for the 
pro-Egyptian National Unionist Party which formed the government. 
Certainly this stage the current appeared running strongly 
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favour union with Egypt, and the Sudanese Prime Minister (Ismail 
el-Azhari) made secret the fact that this was his aim. 
But this early success led the Egyptians overplay their Sudanese hand. 


When General Neguib was first removed from office there was such 
outcry the Sudan that was quickly restored, and later, when was 
arrested and accused plotting against the military regime, Sudanese 
pressure forced the charges was also shocked 
the ruthless manner which General Neguib’s successors executed leading 
members the Moslem Brotherhood. These actions undoubtedly shook 
Sudanese confidence Egyptian rule, and there was great resentment when 
the officially inspired Cairo Press and radio openly attacked Sudanese 
ministers traitors for expressing doubts about union with Egypt. 


Some hard bargaining Egypt over future distribution the 
Nile waters further antagonised the Sudanese, and therefore was hardly 
surprising that even the National Party eventually decided against 
union with Egypt. The Prime Minister expressed the belief that the Sudan 
would become independent republic, although, added, there might 
some link with Egypt; but gave indication what form this 
would take. 


However, this desertion the pro-Egyptian elements the Sudan 
was bitter pill for Egypt swallow and the Cairo campaign vili- 
fication was intensified with unfortunate results for undoubtedly con- 
tributed mutiny among Sudan Defence Force Units the southern Su- 
dan. The backward negroid south has always distrusted the more advanced 
Moslem north and because this was protected the days the British 
administration, but Egyptian agitation played this mistrust and en- 
couraged dissident elements against the Khartum Government, only 
realise the folly playing with fire too late. Just before the mutiny, the 
Sudan Government felt that although the three-year transition period was 
not due completed until 1956, sufficient progress had been made 
speed-up the constitutional machinery. Britain and Egypt eventually 
agreed the establishment international commission supervise 
the election constituent assembly decide the constitution and the 
country’s future. But later, under Egyptian pressure, the Sudan Govern- 
ment agreed that there should plebiscite the future and this necessi- 
tated change the original Anglo-Egyptian agreement. 


Meanwhile, although Egypt has abandoned her bullying campaign, 
many observers feel that the change has come too late; the harm has 
been done and the Sudanese will prefer work out their own future 
their own way. This development the Sudan encouraging only 
because offers hope that some the other Arab countries which 
present follow Cairo’s neutrality lead may yet take second look 
regional defence plan. 
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REVIEWS 


COSTA RICA, Study Economic Development. Stacy 

May (Director), Just Faaland, Albert Koch, Howard 

Parsons, and Clarence Senior. The Twentieth Century Fund, New 

York. Published Great Britain George Allen and Unwin 

Ltd., 1952. Two end-maps, nine appendices and tables. 
Pp. xiv and 374, Price $3. 


This admirable study the fourth series following the publication 
1947 the Twentieth Century Fund’s Rebuilding the World Economy. Studies 
were made Brazil, Turkey and Greece countries affected the foreign 
economic relations the United States and countries where American in- 
vestment and skill might bring both local and world benefits. Costa Rica was 
chosen the fourth test-case the assumption that development assistance should 
rest detailed, objective knowledge local conditions and sound appraisal 
future possibilities.” 


Like its predecessors, this study takes the middle line between the more 
discursive analysis the general problems under-development and the grass- 
roots approach through particular, concrete projects: case-study national 
scale. Its object was “not merely discover the needs single country but 
attempt show concrete case” what specific things might done. 


The book well produced and printed; the typography attractive; and 
though modest size the volume contains immense amount well-collated 
hard information. these pleasingly confirm the impressions that the 
text leaves with the reader—practicality, solid thought, and workmanlike competence. 
What will make particularly appealing wide class readers the skill 
with which awkward masses fact are generalised. Perhaps only those who have 
had themselves tackle similar task know how difficult is. 


There brief discussion the history, end the main geographic, demo- 
graphic, economic and fiscal facts Costa Rica’s life. Then follows set 
succinct analyses the main sectors the economy—agriculture, the few ex- 
tractive industries, manufacturing and proeessing, the utilities and commerce. 
Health, housing, social security and are then closely studied affecting 
productivity. Three chapters informed high professional skill are given 
foreign trade and payment, capital investment and banking, private and public 
finance, and foreign exchange. 


The picture that emerges is, general sense, like that many other 
under-developed countries that the study and recommendations have value for 
world wider than Costa Rica. This, the smallest the Latin American 
republics, neither (like Greece and Turkey) country whose strategic position 
always likely falsify its economic plans, nor (like Brazil) large nation whose 
sheer scale takes out the class the small, weak countries where the develop- 
ment problem seen its worst. 


less than quarter the size Papua and, like it, tropical and mountainous. 
Most its 800,000 people are European stock. There are only few thousand 
negroes and Indians. Good land still abundant and rainfall ample. The economy 
still mainly agricultural and, though efficiency low, produces more than ‘one- 
third the national income (twice much manufacturing). The main crops 
are bananas, coffee, sugar, cacao and Manila hemp. There are only few small 
extractive industries, and some embryonic manufacturing and processing. With 
coal oil, and fuel but wood and sugar-cane bagasse, its industrial future clearly 
lies the development electrical power hydraulic plants. Because the 
abundance rivers with good flow and fall, electrical power widely available 
extraordinarily cheap rate. Already the transport systems are moderately 
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good. There high degree literacy; politics are reasonably stable; industrial 
legislation quite well developed; and the extremes comfort and poverty are 
less marked than most Central and South America. Average monthly wages 
1950 ranged between and dollars. 1949 the average per capita 


income was about 180 dollars, low enough, but well above that any other Central 
American country except Panama. 


All this would seem put Costa Rica relatively favourable position 
compared with many other small countries with poorly diversified economies. 
But “the level living sufficiently low, nutrition sufficiently far from adequate, 
rate growth production most lines sufficiently close that 
population growth render development prime necessity national policy.” 


passing its recommendations, the survey group gives some reasoned and 

balanced counsel, might have been expected from its composition. Mr. Stacy 
May economic adviser the International Basic Economy Corporation; Mr. Just 
Faaland, economist with the Organisation for European Economic Co-operation; 
Mr. Albert Koch attached the Federal Reserve Board; Mr. Howard 
Parsons agricultural economist; and Mr. Clarence Senior “foreign economic 
specialist.” 
There quiet awareness that development two-edged sword; that be- 
tween foreign “capital investment and financial cultural imperialism” there are 
some dangerous possibilities both misunderstanding and error; and that there 
often real dilemma between “proffered assistance and subsidies that might too 
expensive.” short, that one the tests that alternatives not always, the 
short-run, too clear. The argument these matters frenk. avoids being 
patronising; insists proper respect for local custom, usage and ideals; and 
(uncommon virtue) never commits the devastating solecism reading the lesson 
American fortune were the effect the American way life. 


the same time, strongly marked the buoyancy outlook 
people who really believe themselves and their institutions, and transparent 
belief that the main motive American-sponsored development “an effort 
spread freedom throughout the world” that will understood such. 


the very commonsensicality the recommendations which 
strength. Development seen tripartite task—some tasks for Costa Rica, some 
for technical aid the international agencies, and some for public and private 
foreign investment. The list too long reproduce and, any case, being drawn 
local requirements, mainly local interest, but there are many territories 


the South-West Pacific which would profit from close study the mode 
attack. 


The notion “development” undergoing much-needed scrutiny most 
the learned centres and official agencies the metropolitan powers, and within some 
the “under-developed countries” themselves. Something like body stable, 
still intermediate, doctrine starting emerge. the quality this under- 
standing much hangs that very far from hyperbole speak “the fate 
mankind.” fact mid-twentieth century life that well over 1,500 
million people are situated that they were truly rallied the flag 
“development” they could not fail, one way the other, change the terms 
life for the rest. For such reasons, every serious-minded study the actualities 
and practicabilities “development” worth many times its weight gold, 
fulfils two requirements. The first that should deal with hard things, and not 
lose itself concepts about things. The second that should build the in- 
sights already attained. failure the first ground serves only nourish the 
“development” the point where might become force capable 
wrecking what seeks remedy. failure the second ground shows in- 
sufficient realisation that “development” process progressively changing its quali- 


tative character—for the less fortunate countries, Frankel’s phrase, “ever 
uncompleted and burdensome.” 


This study Costa Rica seems pass both these “tests” very well. 
full good sense, good scholarship, and goodwill. 


Stanner 
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FRIENDS and NEIGHBOURS—Australia and the World. the 
Rt. Hon. Casey, C.H., D.S.O., M.C., M.P. Melbourne: 
Cheshire, 1954 Pp. 166. 


Until only the other day, seems, distinct and independent Australian 
foreign policy, most Australians, appeared neither necessary nor desirable. 
tradition carefree isolation, dating from the period British naval supremacy, 
induced the comfortable belief that the formulation policy, less than the 


maintenance foreign service, could regarded almost entirely the business 
the mother country. 


Every now and then, over the years, Australian proposals had been made with 
the aim bringing about improved system consultation between London 
and Canberra: Australia’s views should heard and considered while policy still 
remained the formative stage, before and not after grave decisions had been 
taken. Ordinarily, however, close identity interests, political and economic, and 
filial trust the wisdom Britain’s statesmanship, suggested that the 
lead might with confidence followed the unfamiliar ground international 
intercourse. was mood confidence that only began waver when from the 
mid-thirties events Europe were seen moving the climax 
war—a war which Australians did not for moment doubt their country would 
involved—and this time when nearer hand the aggressive moves Japan 
indicated the possibility menace such had not faced Australia before. 


The war came and, like the England Hardy’s epic, Napoleonic days, 
the “easeful haunt” that was Australia was brought “into the path palpitating 
things.” Unable count upon effective aid from the traditional protector, aware 
challenge its survival free nation, Australia last saw the need for 
means attempt influence the policies such “friends and neighbours” 
remained world for the most part hostile, best neutral. 


the war years Australia assumed obligations and responsibilities new 
order. acquired the status nation which, the then Prime Minister, Mr. 
Menzies, had already declared before the outbreak war, was one the Pacific 
powers, with primary, not secondary, interest the Pacific area. The first 
moves were made establish Australian diplomatic representation, first Washington 
and then Tokyo and the wartime Chinese capital Chungking. Sir John Latham 
and the late Sir Frederic Eggleston were appointed Japan and China 


Mr. Casey himself fell the honour, opening our first legation abroad, 
Washington. 


happened that Mr. (now Sir Keith) Officer had taken duty with the British 
embassy Washington three years earlier, 1937, pursuance tentative 
policy appointing Australian liaison officers British missions countries 
particular interest Australia. Sir Keith was thus the first Australian diplomatic 
representative foreign country. But the decision further and establish 
independent Australian posts overseas, Mr. Casey explains, had already been 
taken before war broke out, although the war hastened the process. the years 
1940 1944 our representation overseas grew rapidly. addition the three 
countries mentioned, the list came include Canada, New Caledonia, Portugese 
Timor, Malaya, the Netherlands, Soviet Russia, India, and New Zealand. 


Mention Portuguese Timor reminds the present writer (if personal reminis- 
cence may intruded) remark once made him the late Fairbairn, who 
said with amused satisfaction that could claim the first Australian visit 
foreign country, the course official duties, and return the same day. 
Minister for Air and Civil Aviation, 1939-1940, had occasion conduct nego- 
tiations with the Governor Portuguese Timor and decided make the approach, 
not correspondence but the spot. leaving Darwin one morning air, 
arrived Dili, interviewed the Governor and having lunched with his returned 
Darwin that same evening. Even recently 1940 such expedition seemed 
novel and remarkable means conducting negotiations overseas. seemed 
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remarkable any rate those still accustomed regard our country 
isolated island-continent and think medieval terms foreign countries 
“stronds afar remote.” 


During the last few years, Mr. Casey informs his readers, has Minister for 
External Affairs “been position develop and consolidate the policies laid 
down 1939” and that “it the light that experience that this book has 
been written.” But his experience both politics and diplomacy goes back much 
further than 1951, when first accepted the portfolio External Affairs. 
tells something his first official appointment Australian liaison officer with 
the Foreign London nearly thirty years before, 1924, act direct 
channel communication between the two governments matters foreign 
affairs affecting Australia’s interests. his subsequent experiences tells 
nothing, however, and have turn elsewhere for details notable career. 


1931 returned from London enter politics and until 1940 held various 
ministerial posts, including the Treasury, the Lyons and then the first Menzies 
Government. From Washington, 1940-1942, went Churchill’s invitation 
the Middle East Minister State, with seat the war cabinet the United 
Kingdom; from thence India Governor Bengal. Returning again his 
native land, 1949, entered Federal politics for the second time. The story 
distinguished life public service will doubtless one day related bio- 
grapher,.one may hope, worthy the task. the meanwhile the student 
international affairs will turn with advantage the unpretentious volume which 
last year appeared from his pen. Mr. Casey not given over-statement, and 
the same may (for once) said the dust-jacket, where asserted without 
exaggeration that “few people, any, are better qualified discuss the subject” 
Australia’s foreign relations than the present Minister for External Affairs. 


the members this Institute the book will have special interest, for parts 
are based the Roy Milne memorial lecture for 1952, delivered under the 
auspices the Institute Brisbane September that year. Many members 
will have read the lecture when appeared pamphlet form. will remembered 
that the course the lecture Mr. Casey made some complimentary remarks 
about the Institute, commending its good work. with limited resources, stimulate 
the Australian public’s interest foreign affairs. The passage has not been repeated 
the book, for the occasion would scarcely appropriate, but have the 
gratification knowing that graceful tribute least record the pamphlet. 


accepting the invitation deliver the lecture, the Minister agreed deal 
with the subject not only Australia’s foreign policy but also the instrumentalities 
whereby conducted, the diplomatic missions abroad and the Department 
External Affairs home. fraction credit, therefore, may perhaps given 
the Institute, providing the impulse did—or some like think 
—for the first published account Australia’s foreign office and diplomatic service, 


exclude such accounts appear the esoteric pages the 
monthly publication Current Notes. 


chapter the book the development the Department briefly traced. 
How, formed soon after Federation, ceased exist for time (1916-1921) and 
even when re-established 1921 constituted more than division the Prime 
Minister’s Department; and how complete separation from the latter department 
did not come until 1935-1936, and with the reorganisation External Affairs 
handle Australia’s increasing overseas contacts. 1924 the Australian diplomatic 
service, such was, consisted exactly two persons, one whom was Mr. Casey 
himself, already mentioned. 1939, before the outbreak war, the Department 


had staff 28, while early 1954 had grown 423, including 134 


These developments are evidently not widely known. the first (1939) 
edition Sir Harold Nicolson’s well-known booklet Diplomacy contained oui-of- 
date information about our External Affairs Department; but odd see the 
second edition (1950) the retention the statement that the Department “has now 
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staff seventeen.” then Australia’s ambassadors and ministers alone numbered 
about seventeen, although the number ambassadors was subsequently reduced 


one result the Soviet’s severence relations following upon the Petrov 
incident. 


The question why now have foreign service our own, longer 
relying entirely upon Britain’s envoys speak for and protect our interests 
abroad, discussed Mr. Casey another chapter. point fact, says, the 
representatives the United Kingdom even to-day still render indispensable services 
looking after Australian interests countries which still have repre- 
sentatives our own; work for which they rarely get public recognition and which 
costs Australia nothing. But most countries concern are now 
represented our own agents, and their number will doubtless increase. 


Commenting upon the old practice, whereby allowed the whole burden 
work and cost borne Britain, Mr. Casey remarks that “some people may 
ask why have not continued so.” The implication seems that the 
generally accepted view our action breaking away could scarcely regarded 
justified. But the years before established our own foreign service, the 
question more often would take different form: why, that is, Australia had taken 
long recognise obvious necessity and had not many years before followed 
the example Canada and South Africa. Surprise used expressed, particularly 
Americans, what was regarded our curious hesitancy assert the rights 
independent nation, and our apparent indifference the false notion 
dependence which this inertia created abroad. 


true that for some years after the 1914-1918 war Australia maintained 
“Commissioner for Australia” the United States; hesitant step the direction 
independent representation which incidentally not mentioned Mr. Casey. 
But although such outstanding public men the late Donald Mackinnon and the 
late Sir James Elder were appointed the post the course the twenties, 
further appointments were made thereafter. perhaps encouraging gesture, 


every effort used made the United States invest the holder the office 
with something like the official and social dignity pertaining diplomatic envoy, 
yet actually the Commissioner’s formal functions seem have differed little from 
those present-day trade commissioner. 


his former book, Double Quit, Mr. Casey distinguished two categories 
international problems: those that are overall world concern and affect Australia 
more and less than any other country; and those problems that are, geographically 
and otherwise, local and particular concern Australia. “More and more,” 
added, “the greater coming include the lesser.” active and not the least 
influential member the United Nations, Australia can rarely remain silent and 
indifferent, whatever the world problem under discussion. There not only the 
right but also the duty, may said, let the voice Australia heard. 
Our alliances and other ties also compel intervene occasions when direct 
and immediate Australian interests are stake. 


How effectively Mr. Casey himself can express the Australian view was dem- 
onstrated when September this year addressed the General Assembly 
New York, surveying world affairs the new light shed the meeting Geneva 
two months before. fully aware, however, that international conferences 
“can involve countries discussions which they might quite content avoid,” 
says. “It not necessarily good thing,” continues, “that each 
should have stand and counted every issue whether directly concerns 
not, that should try find universal principles applied all 
countries regardless their traditions social economic structure.” 


There had been relaxation tension when Friends and Neighbours appeared 
May last year. The fighting Korea had come end, but that unfortunate 
country represented acute problem “overall world concern” ever. Both 
with that subject and the cold war general the author deals some length, 
also with the making the Japanese peace treaty and with the ANZUS treaty 
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that followed—when wrote the SEATO agreement had yet negotiated. 
There valuable analysis the bases Australia’s foreign policy, the 
course which “some the influences which create our own particular Australian 
outlook,” and “some the special problems which face,” are stated 
admirably clear and simple form. Other topics selected for comment include 
the Colombo Plan and the South Pacific Commission, Dutch New Guinea, Australia’s 
stake the Antarctic, the pattern Australia’s overseas trade, and Australian 
contacts with friendly foreign countries scientific work. 


might wished that the virtues reticence and brevity, infrequently met 
with elsewhere, had been less evidence this particular work. fuller statement, 
re-statement, the author’s views, particularly some the contentious issues, 
would have been welcome, although doubt indiscreet one who still 
ministerial office. The sections headed “Colonialism” and “Race and Migration 
each occupy less than five pages. Only couple pages are devoted the 
Foreign Affairs Committee, all-party committee both houses parliament 


—all-party any rate intention—set 1951 the initiative Mr. 
Casey himself. 


But pains explain that decided limit himself strictly supplying 
only what thought the Australian public would want know about our relations 
with the outside world. the competition for people’s attention between affairs 
home and affairs abroad, observes, the former usually win. the words 
the Chinese proverb, goes boil man’s own neck more 
important him than mortal illness the body the Emperor.” (One recalls 
that other shirt nearer than coat.”) But possibly the 
Australian public’s capacity appreciate well-presented information about foreign 
affairs has been under-estimated. 


choosing “Friends and Neighbours” his title, the author indicates 
advance the importance attaches the emergence the new and independent 
states that have lately come into existence south and south-east Asia. Our 
interest the peoples Asia, says, that close neighbour rather than 
that distant observer. (More strongly than ever one can “smell the East upon 
the northern wind,” the words Lord Northcliffe when visited Australia 
years ago.) essential, therefore, Mr. Casey’s opinion, that close and friendly 
relations should developed with these Asian states. European community 
living alongside and working with Asia,” Australia now realise and accept 
“the fact that increasingly must develop our contacts with Asia.” 


That these new neighbour nations will need all the assistance and sympathetic 
encouragement that can given them also emphasised. “In Australia,” 
asserted, “we have given good deal thought ways which might help, 
and have begun make contribution calculated relieve, only small way, 
many possible the assorted pressures that bear upon these countries.” 


Such assertions prompt the reflection that keen regard for the national 
interests and the prevailing mood something like altruism permanently combine 
influence the shaping Australian foreign policy, Mr. Casey seems suggest, 
then the future can faced with confidence. But shall not unmindful the 
fact that the course international relations, recent ancient times, gives 
little encouragement the belief that close neighbours will necessarily close 
friends. Unfortunately, the world is, “neighbours” and “friends” are not 
always synonymous terms. Which one good reason, may replied, why our 


foreign policy should continue along the present lines; why should good 
neighbours well realists. 


—T. BUESST. 
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IRAQ 1900 1950—A Political, Social and Economic Study, 
Stephen Hemsley Longrigg, issued under the auspices the 

Oxford University Press, Melbourne, 1953. Pp. 436. 
Price 57/. 


Iraq’s new treaty with Britain and her mutual security pacts with Turkey and 
Pakistan have combined focus Western hopes Middle East defence Baghdad 
than Cairo. 

These lastest developments post-date Brigadier Stephen Longrigg’s compre- 
hensive work—which closes the end 1951—but his masterly review Iraq’s 
troubled history over the first half this century provides excellent background 
for measuring something the possible value these new pacts. And, the 
past any guide the future, the outlook not particularly promising. 

Brig. Longrigg, orientalist, who 1925 published “Four Centuries 
Modern Iraq” begins his new study with the declining days the Ottoman empire 
and World War which gave rise the modern kingdom Iraq under British 
mandate and Hashimite ruler, King Faysal shows how this period pro- 
duced many conflicting elements, some which are still unresolved and the 
cause much bitter feeling. Primarily there were the conflicting promises made 
the Arabs and Zionists, the pressure President Wilson for popular self- 
determination, and British strategic interests the Middle East. 

Besides these broad issues the new Iraq state had face frontier difficulties 
with all her neighbours—Turkey, Persia, Syria, Arabia and Kuwayt— and the 
same time try create some sense unity among the inhabitants. “The deep 
division between town and tribe” (says the author) “was major obstacle uni- 
form administration and was added the gulf between the (Moslem) Sunni and 
communities.” However, the situation the north, particularly the Mosul and 
Sulaymaniya provinces, was the most pressing problem the outset because the 
defeated Turks, reluctant abandon the Mosul area, were constant border 
menace; while the warlike Kurds, scorning the Arabs, had high hopes inde- 
pendent Kurdistan. fact, long after Iraq and Turkey had achieved agreement 
the frontier, the Kurds remained constant source trouble for the adminis- 
tration and successive governments Baghdad. They were eventually subdued 
combined airforce and military operations but have not abandoned their claims, 
“at times frankly separatist and incompatible with Iraq state constituted.” 
view this and the “abiding antipathy felt mutually between the two races,” 
Kurdish loyalty Baghdad must remain least suspect and therefore potential 
danger. 

Kurds, however, have not been the only disruptive force. Brig. Longrigg 
traces impartially the tragic story the Assyrians, culminating the Simayl 
massacre, which was terrible blot the early history Iraq the handling 
the Assyrian problem there were, the author makes clear, faults both 
sides: originally the Iraqi authorities were “forbearing and indeed generous” 
the face some Assyrian provocation, but the later conduct the young Iraqi 
army was, its sustained brutality, defence. “These acts” (says the author) 
“were largely concealed from the public, who were deceived stories wide- 
spread Assyrian rebellion, the gallantry Iraqi troops and the treacherous designs 
Great Britain.” 

Apart from these racial and religious dissensions, another disturbing factor 
has been the attitude the army. the author speaks the military 
attitude being “incalculable” and the leaderships “in parts rancorously Anglo- 
phobe,” and this possibly true even today. the late 30’s there was the military 
intervention led the forceful sinister Bakr which was designed assure 
the army paramount position and Bakr the leadership. result, the 
Defence Minister al-Askari Pasha) was brutally murdered and some the 
leading politicians fled the country. Nine months later Bakr was himself 
assassinated, thereby closing deplorable chapter. 

However, few years later, when the tide war against Britain, the 
Anglophobe elements the army, known the Golden Square, joined with other 
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malcontents support Rashid Aly al-Gaylani, shrewd cosmopolitan lawyer 
and politician distinguished religious family. Originally the army’s policy was 
stated one “refraining from exposing the country the dangers war,” 
while “fulfilling all the international obligations Iraq.” But soon many Iraqis 
had cause view with alarm the new government’s flouting Britain and flirting 
with the Axis powers which led the sudden flight the pro-British Regent 
(Amir Abdal-Ilah) and leading politicians. The British position Iraq, was 
clear, was more than precarious and could only sustained immediate military 
reinforcements. The Middle East C-in-C (Gen. Wavell) was directed the British 
Cabinet dispatch from Palestine forces for the relief the beleagued Habbaniya 
air base and more troops from India were landed Basra. Fortunately this revolt, 
which generally bears the name Rashid Aly, was soon quelled; although 
retrospect can see that the timing had been concerted with the Germans 
and their help punctual, the movement could scarcely have failed. the view 
Brig. Longrigg, few hundred German troops, few score aircraft, could have 
occupied Iraq and vitalised its army; could have dominated Persia and its oil, 
closed the southern doors Russia and threatened the Levant from the East.” 
the same time interesting note that the British intervention still to-day 
condemned Iraqi irreconcilables unjustifiable “interference,” while the author 
considers that the part Rashid Aly (who now enjoys political asylum Sa’udi 
Arabia) was limited. was apparently forced into the hostilities the pressure 
his military backers, whom had hoped control, and the impatience 
his own followers. 


Had King Faysal who was the spirit and embodiment the new state, not 
died suddenly 1933, reasonable suppose that these military incursions 
into politics, and other difficulties the period 1933-41, might never have occurred, 
would least have been much reduced. the author observes, “no one could 
take his (Faysal’s) place the balancer forces, nor preserve his equal relations 
with his own extremists and with the British; with town intellegentsia and with 
wild tribesmen; none could control, personal prestige, the ruling class and its 
factious ministers.” His own young son, Ghazi, was not the same calibre. 
Although popular, particularly with the young army officers, showed great 
enthusiasm for state affairs, and was powerless control the various factions. 
After nearly six difficult years, was killed driving his car high speed late one 
night. His son, Faysal (who lately came the throne) was then only three, 
which meant the establishment regency. This was entrusted the Queen’s 
brother, Amir Abd al-Ilah, son the late King Aly. contrast his cousin, 
Ghazi, Abd was genuinely interested state affairs, although hardly strong 
enough for the military and the problems immature parliamentary democracy. 
Parties and policies, judged Western standards, must remembered, not 
exist Iraq. They are merely cliques personalities without any consistent 
policy, apart from pan-Arabism and fairly wide-spread Anglophobia. Brig. 
Longrigg remarks the situation 1932, and saw reason change 1950, 
“the representatives the Chamber were selected less the votes instructed 
electorate, which did not exist, than the nomination the Cabinet power; 
the list conveyed the Mutassarifs (governors) that the government-spon- 
sored candidates was, with infrequent exceptions, that the Deputies.” The result 
has been succession short-lived Cabinets (47 the first years consti- 
tutional life), with innings for everybody and the fortunes ministers 
dependent not the attitude representatives deputies capable gesture 
dismissal, but personal factors behind their back. not surprising that the 
circumstances many young are politically disillusioned with what they fre- 
quently describe “the old gang.” 


Nuri al-Sa’id Pasha, architect Iraq’s new orientation foreign and defence 
policy, has headed dozen Cabinets since first became Prime Minister 1930, 
besides serving and inspiring many others. There doubt that Nuri al-Sa’id 
statesman international class and true Iraqi patriot the pre-1914 vintage. 
also had successful military career before turning politics and therefore 
can the superior value the security pacts with Turkey and Pakistan 
and the new Treaty with Britain, when compared with the Arab League Collective 
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Security system. But unless can carry the country with him there danger 
that these new pacts may prove moribund the Sadabad Pact 1937 be- 
tween Iraq, Persia, Turkey and Afghanistan. Already this question public back- 
ing fundamental issue Middle East politico-defence discussions and has split 
the Arab League between Cairo and Baghdad. Egypt, supported Sa’udi Arabia 
and Syria, holds that the Arab countries, having only lately won their complete 
independence, are not ripe for direct alliances with the West, and the best arrangement 
for the present would Western support for the Arab League Collective Security 
system. Jordan, with its Hashamite ruler and treaty with Britain, inclined 
support Iraq, while Lebanon fills the role honest broker. Unless the breach 
must constitute serious weakness Middle East defence, 
especially Persia has far remained aloof and not particularly close Iraq 
and the Arab countries. 

further remains seen whether Iraq’s present policy will survive 
change government. should remembered that Nuri al-Sa’id, through his 
friend, Saleh Jabr, was largely responsible for the Anglo-Iraqi treaty Portsmouth 
January, 1948, the terms which were very little short the latest Anglo- 
Iraqi treaty. But that occasion there was such outcry Iraqi nationalists that 
the Regent was forced repudiate its terms and the treaty was never ratified. 
This time Nuri al-Sa’id prepared the group little more thoroughly. secured 
solid majority Parliament and took firm stand against all possible forms 
opposition, besides breaking off diplomatic relations with the U.S.S.R. This 
latter action was probably inspired the fact that the small Communist element 
Iraq, doubtless with support from the Soviet Legation Baghdad, had proved 
source trouble even when outlawed. late 1950, according Brig. 
Longrigg, its vitality was still clear among workers the oil companies, railways 
and ports. “Its most formidable strength lay among these and among the bitter 
and dissatisfied young politicians who despaired social reforms for the people, 
advancement for themselves unless revolution: who distrusted and indeed 
detested the Western Powers for their Palestine policies and their seeming support 
conservatism: and who advocated policy strict international neutrality, 
not positive adhesion the Russian bloc—a policy strong its appeal 
considerable elements other than the Communists.” Nuri has for the 
moment, least, silenced all this opposition and pressed forward with his pro- 
Western policy relation Middle East defence, but until his guiding hand 
removed impossible say whether not will have lasting effect. 

Brig. Longrigg makes clear, Iraq has made great progress the first 
half this century and recent development the oil wealth has further enhanced 
the country’s economy and prospects social progress, but there remain consti- 
tutional and political weakness which preclude any facile optimism about the 
future. you want fuller appreciation the situation you cannot better 
than study this encyclopaedic work which makes interesting although not easy 
reading because the wealth detail and rather involved style prose. 


—HAROLD EARLE. 


THE STORY AUSTRALIA. Shaw. Faber and Faber, 
London, 1955. Pp. 308. Map, illustrations, 15/-stg. 


For some reason not readily evident various English publishers have 
years issued competing series books the countries the British Common- 
wealth, intended for general readers. Faber and Faber have made the happy choice 
Mr. Shaw for the volume Australia their series. When author 
says specifically that his work intended “reasonably popular” form, and 
that based past “general work”, one only two verdicts possible: whether 
the work, this level, well badly done. There can doubt that Mr. Shaw’s 
work well done. His Story Australia excellent book put into the hands 
any general reader, Australian otherwise: lacks the grace, and some 
respects the insight Professor volume Hutchinson’s series, its 
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greater length permits better formal balance, and particular more thorough 
treatment Australia the twentieth century. The style generally dignified and 
adequate, the tone cool and detached. 

Mr. Shaw treats his “story” the main chronologically, rather than themes. 
good sketch the Australian environment followed the familiar discussion 
governors and convicts, exploration and squatting, gold and unlocking the lands; 
and forth. There little that entirely new reader already familiar with the 
past general work which Mr. Shaw draws, but those who know something 
recent work incorporated these and articles will recognise the resultant changes 
emphasis and detail have been unostentatiously interwoven into the narrative. 
would possible criticize details, and every student Australian -history 
likely have his own view the emphases appropriate general book this 
kind. feel, for example, that Western and South Australia are too neglected; 
that rather too much space given policy and legislation, and too little social 
development and that the peculiar problems “dependent economy” 
might have received more attention. But recognise that the author probably had 
confine himself given length, and that such comments are easy make when 
someone else has performed the main task. 

The bibliography extremely detailed for such work, and has the great 
advantage for the general reader giving some indication the nature and content 
the works listed. likely useful librarians and students outside 
Australia that seems pity that information about publishers, and the availability 
books, was not added. The majority the works published Australia would 
not immediately available even England and some are out print. Mr. Shaw’s 
list provides librarians outside Australia with excellent selection, but their ordering 
staffs will have some headaches before the books are the 


Mr. Shaw not careful detail academic reviewer could wish. 
refers the Australian attitude do.” That attitude sturdily exemplified 
his quotations. misquotes Hancock’s misquotation Paterson (p. 76); 
misquotes Barron Field’s The Kangaroo (p. 100); misquotes Shann (p. 141). 
Perhaps his treatment the three most familiar quotations Australian economic 
history intended subtle test for students. His version Deakin the chariot 
wheels the central government odd portmanteau, without marks omission, 
with “Commonwealth” substituted for “central government” and with the wrong 
date (p. 260). misplaced comma Higgins’ definition the basic wage (p. 200) 
would small thing did not alter the sense. These may traps for pedants; 
but Mr. Shaw goes too far when presumes meddle with the punctuation and 
capitalization the sacred text Section the Constitution (p. 283). 


University Melbourne. 
NAUZE. 


ECONOMIC PLANNING UNDER FREE ENTERPRISE, Henry 
Grayson. Public Affairs Press, Washington, D.C., 1954. Pp. 
plus 


Democratic attitudes towards economic planning have matured greatly since 
Hayek’s “Road Serfdom,” and the argument Hayek sharply crystallised has 
now lost its heat. That this evident from such book Henry Grayson’s 
“Economic Planning Under Free Enterprise.” may assume that, United 
States citizen—he Associate Professor Economics the University Maryland 
—Professor Grayson not unduly pre-disposed favour either planners their 
plans. But his book simply not concerned with whether governments should 
engage economic planning not. content describe planning problems 
and techniques they have developed democratic—non-communist—countries. 
the end, does say that “the movement towards planned economics widespread 
there appears definite limit government control. Each new control 
begs the imposition several fresh ones, and synthetic state emergency becomes 
the rule rather than the exception.” The author’s fear obvious, and poses 
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series questions the compatibility planning with democracy; but deliber- 
ately leaves those questions unanswered. 

Ilya Ehrenburg recently claimed that Western literary excellence contrasted 
with communist mediocrity was due the “static” condition the West. That 
this nonsense one the more general points that emerges from Professor 
Grayson’s book. revolution economic thinking and dealing with current 
and prospective economic problems has surely taken place since 1945 and 
continuing. Within this general trend, there has also been rich diversity the 
details and degree economic planning the various Western governments. 
Professor Grayson draws attention the differences between United States planning 
and that O.E.E.C. countries; and underlines too the striking and intriguing 
diversity among O.E.E.C. countries themselves. 

Perhaps the main value Professor Grayson’s book lies establishing facts 
this general kind. small book which attempts describe 134 pages the 
growth postwar economic planning about dozen countries. (Australia 
incidently does not receive mention.) The result the nature sketch 
the reader feels introduced the subject much the way that week-end 
English tourist might introduced Paris. 

The quick sketch the United States, although covering more space than 
devoted other countries, disappointing because here the author would presumably 
have been best informed and could have had the most new say. The United 
States still too, course, the key Western economic stability, that United 
States planning important not only the United States economy itself, but can 
also make break the well-laid plans other Western countries. 

speaking the United States Employment Act 1946, Professor Grayson 
reminds that because, inter alia, “the tradition free enterprise and personal 
initiative deeprooted,” the 1946 Act “was guarded tone and inclined towards 
broad generalities.” Most the arrangements described flowing from the Act— 
economic surveys, reports, etc.—lie only the threshold planning: they comprise 
only the bare minimum Keynesian system intended not destroy capitalism 
but preserve modifying some its more obvious weaknesses. Grayson 
says: “It not the intention the United States government dictate precise 
volumes production, employment and distribution. wishes note only the 
general trends which appear developing, and provide sufficient government 
guidance and persuasion, through legislation and otherwise, alleviate undesirable 
features which detects the national economic sphere.” 

Professor Grayson does not perhaps sufficiently underline the advances made 
United States employment policy very few years after the War. The difference 
between United States opposition full-employment pledges the United Nations 
Charter San Francisco 1945 and United States acceptance detailed govern- 
mental responsibilities for full employment the United Nations Economic and 
Social Council in, for example, 1950, might one measure the speed postwar 
development American thinking. 

Turning Canada, the 1945 White Paper Employment and Income 
established the “definite responsibility for the maintenance high and 
stable levels employment.” Later the book, Professor Grayson distinguishes 
between the United States, which prepared allow temporary unemployment 
the cause economic “adjustment,” and Canada and the United Kingdom, which 
aim counter all unemployment its source and thus possibly preserve uneconomic 
plants and industries. might exaggerate here the rigidities the policies the 
two British countries. 

Professor Grayson applauds Canadian forecasting techniques, which direct 
surveys play key role. “The objective forecast Canada involves mixture 
macro-analysis and The Keynesian analysis fitted albeit 
uneasily times, with the detailed Marshallian partial-equilibrium analysis,” which 
“is very likely the main reason why the national economic forecasts 

For the United States, international trade not vitally important: control 
domestic demand provides United States planners with most their headaches. 
But, since foreign trade constitutes about 30% Canada’s gross national product, 
Canadian planners must concentrate great deal their attention the trade 
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sector. Professor Grayson returns this point when discussing the United Kingdom 
and other countries where foreign trade least important high, stable levels 

Much the United Kingdom planning has been more direct and much closer 
thoroughgoing socialism than the United States. The national Budget has been 
important instrument economic planning, but commodity “budgets” for scarce 
goods and services have given the government much more direct economic role. 
Budget surpluses have been used anti-inflationary device—as indeed they 
are least theory intended used other countries—and food subsidies 
served achieve more even distribution essential commodities. The United 
Kingdom was, course, forced plan carefully her postwar economic difficulties, 
but much the planning fitted snugly into the socialist doctrines the Attlee 
Government. 

Even so, the United Kingdom still acceptable twilight socialism and 
far from the pitch blackness totalitarian communism. Professor Grayson expres- 
ses the distinction these terms: socialist government the United Kingdom, 
unlike the governments totalitarian countries, unstable position [in regard 
popular acceptance and therefore implementation economic plans]. Each time 
elected holds maximum five years mandate which subject certain 
limitations, and which may may not extended according the will the 
people. result, less likely override entirely the opposition which may 
incur working out its plans.” 

Assuming that true say that, within these democratic processes, the British 
Labour Government attempted and implemented revolutionary programme 
social and economic change between 1945 and 1951, Professor Grayson’s assessment 
the electoral reaction Labour’s record 1951 certainly superficial and 
probably invalid. says: “The object the Labour Government was devise 
plan for the socialisation basic industries which would economically feasible, 
and which could the same time popularly carried out. The disapproval 
registered the electorate 1951 could construed both political and 
economic indictment.” fairer assessment might that the British people felt 
1951 that Labour had carried out acceptable socialist programme; that, for the 
moment least, consolidation rather than further socialism was required; and that 
new government with new outlook would accord with accepted democratic 
processes after six years Labour rule. government party which receives about 
per cent. votes cast and very nearly per cent seats the House 
Commons cannot said have suffered very severe “disapproval” amounting 
“political and economic indictment.” 

The main interest Professor Grayson’s description other countries” 
economic planning lies the diversity reveals among Western European countries. 
For example, the Swedish system may tabbed “private enterprise under adequate 
controls,” always bearing mind that “for Sweden, for Canada and the United 
Kingdom, foreign trade the crucial factor determining the level the national 
income.” 

Norway, “free enterprise longer exists most sectors the economy. 
now subject fairly rigid government controls and state plans.” But the 
alternative still being tried elsewhere. “Belgium and Luxemburg, unlike the 
Netherlands, relied upon free private enterprise economy solve their postwar 
problems,” and France has not been attempting build rigid, state controlled 
economy the type set the United Kingdom, Norway and the Netherlands.” 

Where governments have been unable plan efficiently they have been 
schooled appropriate techniques, especially through the Organisation for 
European Economic Co-operation, and either directly indirectly the United 
States Government. For example, “the actual plans for the economic development 
Turkey have been largely the hands the E.C.A. The Turkish Government 
being tutored economic planning techniques. This procedure also adopted 
other backward O.E.E.C. countries Europe, and some extent colonial areas 


local 


Much Professor Grayson’s book attracts attention the difficulties 
economic planning and forecasting, national level, within the context con- 
tinuing near-free enterprise. When multi-national organisation like 
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undertakes this planning and forecasting, the difficulties are greatly multiplied. For 
example, Professor Grayson comments that “the early plans submitted [to O.E.E.C.] 
were extremely spotty quality. Those submitted the more highly industrialised 
countries, such the United Kingdom, Switzerland, Sweden, etc., were carefully 
prepared and exhibited realistic co-ordination internal objectives. Plans sub- 
mitted more backward countries, such Greece, Turkey and possibly Italy, 
did not display these qualities. All the country programmes, course, were highly 
nationalistic, and not infrequently showed serious interstate conflicts.” 


one who takes technical book economic planning expects riotous 
entertainment; but, although Professor Grayson’s book contains much that 
interest, perhaps more tedious than most like publications. Part the tedium 
derives from the ponderous and disproportionately long opening chapter 
“Definitions and Methods.” This occupies almost one-fifth the text and some 
it—for example, “if one geographic sector economy suffers chronically from 
unemployment, may well that some movement labour 
have been left unsaid without injury loss understanding. The less determined 
reader might not get past these pages the national and multi-national sections 
which, though admittedly slight, have their points interest and contain their 
contribution fuller economic understanding. 


—C. JAMES. 


CORRESPONDENCE 


The Editor, 

“The Australian 
369 George Street, 
SYDNEY. N.S.W. 

Dear Sir, 


Perhaps may permitted refer briefly Mr. Fairbairn’s article 
your issue September, 1955, entitled “Communism Burma.” Firstly may 
say that all students the Far East will grateful him for assembling 
such convenient form valuable information concerning the somewhat obscure course 
the Communist insurrection against the .government Burma. his article 
Mr. Fairbairn criticises some remarks mine made data paper prepared for 
the Institue Pacific Relations Conferencé held last year Kyoto. this paper 
sought find some key the probable course Chinese foreign policy 
considering what degree that policy was likely motivated strategic 
considerations rather than purely ideological aims. Perhaps argument would 
have been made clearer and the points about which Mr. Fairbairn disagrees more 
fully apparent had completed the quotations which has made from 
paper. Exception taken the statement that “the Chifley government was only 
restrained from following the British example and recognising China the 
imminence the general election the grounds that the election was 
held December 10, 1949, and British recognition China occurred 
January 1955. But Mr. Fairbairn omits the end the sentence which runs 
“which, had gone Labour’s favour, would have been followed recognition.” 
one issue dominates election, but far policy entered into 
that 1949 think would generally agreed that was 
important part the policy the successful parties. 


Quoting briefly from passage comparing the British and French reaction 
the movements for national independence Burma and Indo-China respectively, 
Mr. Fairbairn cites description the Viet Minh national movement led 
Communist” “wilful disregard the facts,” presumably implying that 
the fact wilfully disregarded that the Viet Minh movement Communist 
dominated. not usually thought necessary hammer point description 
home every time party movement mentioned, but Mr. Fairbairn could 
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have found this same paper earlier page the words “Australia equally 
unprepared accept the installation Communist regime such that the 
Viet Minh Party country which the strategic key Malaya.” 


The main criticism Mr. Fairbairn’s paper that “contend that Chinese 
policy S.E. Asia not directed towards the spreading Communism that 
area.” Summing argument which suggested that strategic considerations 
might the foremost preoccupation the Chinese government—and suggesting 
that this possibility may underestimated the actually said, “The 
aims that policy (China’s) would seem not much the conquest the 
region for Communism the establishment the countries bordering upon 
China ring friendly independent states Later, “If Chinese policy, 
present least, probably and the evidence confined the objective 
setting group friendly neutral nations round her borders.” 


hope will seen that not make any contentions assumptions, but 
try assess certain evidence. While believe that the Bandung Conference has 
provided further evidence tending confirm-the hypothesis that present China 
seeks more than this, quite willing agree that, without knowledge 
the state plans the Peking Government, there can assurance that this 
so. 


Mr. Fairbairn also critical remarks concerning the position the 
Burma borcerlands and the possibility otherwise the Chinese giving active 
aid the Burmese Communists. Knowing that area, quite agree with him that 
sparsely inhabited and that labour for large scale porterage hard obtain. 
This did not stop becoming the scene military operations during the recent 
War. also ignores the point that remarks were directed the opportunity 
given China for intervention Burma the presence hostile Chinese 
Nationalist formations along the border, forces which that time the Burmese 
government had been unable eliminate. Burma, fact, was mentioned the 
article under consideration example smaller Asian state, bordering 
which certain circumstances gave the Chinese government plausible 
grounds for intervention, but which was not under direct molestation China 
because Burma independent state and not potential base for any state 
hostile the Peking government. Mr. Fairbairn himself makes the point that 
the situation Burma was entirely different that Indo-China; agree, and 
deduce from that fact that the policy China would be, and is, entirely different 
her policy towards Indo-China. 


China may Mr. Fairbairn says “an inoffensive unagressive nation unin- 
terested assisting the spread Communism,” but have never said that she was 
fact such nation, nor think all probable that she uninterested 
the spread Communism; merely suggest that China, like other nations, 
may have immediate policy realisable goals; and distant, ideal policy 
far-reaching aspirations, which are not the day-to-day preoccupation her states- 
men. seems important that should try distinguish the one from the 
other. 

Yours sincerely, 
FITZGERALD 


Department Far Eastern History, 
The Australian National 
University, Canberra, A.C.T. 
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